
Basic income tax rate down 
lp to 23pi. the 20r. tax 
band . widened by £200, 
40p threshold tip £600, 
personal allowances up 
£280, and married couples’ 
allowance up £AQ,Rage 3 



Privets pay. for r environ^ 
mental damage with car tax 
up by £5 to £i45 a year. 
Petrol and dieset prices in- 
creased by 3p a litre, but 
tax on ultra^low sulphur! 
diesel is redacts. Page 7 


Concents over under-age 
drinking led io 40 per cent; 
rise in duty on alcopops. 
Beer and wine escape in- 
creases, but distillers cel- 
ebrate with tax on spirits cut 
to 26p a bottle. Paige 5 


Smokers are ha by inflation- 
busting tax increases. Duty 
on a packet of 20 cigarettes 
rises by 15p, on a packet 
of 10 small cigars by 7p , 
and on a packet of pipe to- 
bacco by 8p. Page 5 


Falling ill wilt cost more. 
The price for each drug pre- 
scription is lifted by 15p to 
£!>.65. Maximum dental 
charges for a full course of 
treatment rises by £5 to 
£330. Page 6 


The Public Sector Borrow- 
ing Requirement is esti- 
mated at £26.5bn for 
1996/97, falling to £19bn 
for the foliowing year and 
towards zero by the turn of 
century. Page 9 


Tax relief on profit-related 
pay schemes will be 
phased out by 2000. The 
current £4,000 upper tax 
limit remains until 1998 
but will be reduced proges- 
sively. Page 2 



canny Ken blown it? 


ran 


Anthony Bevins 
• and Diane Coyle , - 

K enneth Clarke yesterday told the 
country and the Conservative Party 
that be was not going to play Santa 
. : Claus or Scrooge in a Budget seen 
/by his own backbenchers as too re- 
-sppQsi&te to be an election winner. 
•-J" . 'The Chancellor of the Exche- 
ooertoMtii&Criminons: “1 have one 

a -* the lasting health 
conomy.” 

command hopes the 
other five years of 
g prosperity wfll “be 
g the electorate he- 
ir. 

9’/ - Tbarmessage was that real take- 

hoaxrpayfbr the average family, tn- 
efadipg yesterday's Budget changes 
. andau “assumed” pay rise, would 
' add ETO a year or £7 a week to the 
- . average pay-packet in the year from 
. nest April - after die next election. 

■ anexcoriatmg attackon the 

; Gibservative tax record. Labour 
*■ iepdwHinyBlafr told the Commons : 
. ‘The Conservatives, who fbughtlhe 
last election on the promise they 
~ -would cut taxes will, after aH the - 
: changes inade today, leavetheav- 
<£age British family £2,120 worse off 

Chancellor announced: a ;l 
fiackdown on tax cheats. I think, he 
■.-should start with the Conservative 
' . Party after 22 TbrytaofAes.* -^ •- *-• 
Tae Labour attade^wH fee rem- 
Jgg peagr campaign 

tajbaefwul^^ ' 

■ rate than the Conservatives • 

, Mr Qarke’s Budget - as leaked . 
overnight to the Drily Mirror - in- 
cluded alp cut in the standard rate 
. — pfmpomejtax; down -to 23p in the -> 
■ j; - Doundi the lowest rate for 60 years. 



a total of £ 27 a tax catxTJ)at^vasbaI- patient services, £S30m more' for up tohis old tricks again. The mon-. 
anoed by £Zbp worthy “eye-water- schools, and a rise of£450m for po- eyfor education does not come from. 
Ingfy tightTspebd^cats, including bee and prisons. tbeGovejhmenl,bul£nQm a£700m 


% 

•fu 

-i.- 1:1 . JR^l3ponapacfcetQfdgMettes, 
3p : a-8treon petrol '-and' diesel 26p 
. . :f\ *.n *-•- ... abottfcoffspirit^anmcreasemn^ 
. • ..id I'-'v.* airahce premium tax to 4 per cent, 
>,•!! tin' u '': a doubling ofairpasKnger duty, £5 
, il* *T- : ®o hear tax disc, a phase-out of prof- 
fcrclated pay, the Budget included 
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pound; the lowest rate for 60 years. 
V ^Bgfceyen, without the leak, none 
tjf individual measures would 
TwwiwAi enough to make a dra- 


«jts m single parent benefit and cuts:' 
in zoadsalralxint^TJhderground . 
investment jjrogriunmes and - a 
15p increase m prescription charges 
hanging them to £5.6$ an item. 

Mr Clarke said: “Despite all the 
difficulties, we have been able to re- 
duce public spend&g plans over the 
next three years by a further£7bu in 
this.Budget" 

Hcwever, there were increases for 
education, health and law and order 
programmes, with an extra £1.6bn for 


Since he became. Chancellor in 
1993, public spending had been cut 
by £24bn through to next year, and 
manytrf the cuts are yet to emerge 
from 'tbe small print of the Budget 
Red Book. 

As for the tax front. Labour and 
the Liberal Democrats said last 
night that ail the Tteasuiy calcula- 
tions exdcded the inqKndmg impact 
of rises in council tax. • 

Liberal Democrat spokesman 
Malcolm Bruce said: “Mr Qaike is 


rise in coUnefl taxes.” 

Mr Blair said dose inspection of 
tbe Budget showed that the Tbries 
were back to their “old tricks”. 
Council tax was due to rise by about 
£4bn over tbe next three years, or 6 
percent • 

Phasing out profit related pay 
would be the equivalent of 8p on the 
standard rate of tax for some low- 
; paid workers. “Give with one band, 
take with another- that’s the record 
of tbe Tories over the years.” 


Tbe official tax burden table in the 
Treasury Red Book shows a re- 
morseless increase in the standard 
measure - non North Sea taxes and 
National Insurance Contributions as 
a percentage of money Gross Do- 
mestic Product -moving up from 36 
per cent in the current year, 1996- 
97, to 38 per cent in 2001-02, com- 
pared with 34.75 per cent in 1978-79 
when Labour was last in office. 

As for the overall political judge- 
ment on the Chancellor’s neither 
Santa nor Scrooge performance. 
Conservative backbencher Keith 
Mans told The Independent last 


night “He has handed on avery good 
set of economic statistics to whoev- 
er wins the next election.” 

But in economic terms, the Chan- 
cellor achieved the essential Budget 
hat trick of reducing taxes, spending 
and government borrowing simul- 
taneously. 

The net tax “giveaway” amount- 
ed to a cautious £735m, favouring 
people on middle incomes and up- 
wards. Those on low incomes wni 
lose out as a result of higher taxes 
od cigarettes and the abolition of the 
lone parent premium from 1998. 

Mr Clarke's caution on tbe tax 


from got a warm welcome from 
much of the business community, 
pleased he was not rocking the 
boat with the economy doing so welL 
But there was a more mixed reac- 
tion in die financial markets, even 
though he reduced income tax by far 
less than many City commentators 
bad feared. 

A majority of analysts reckon that 
the Chancellor will still have to raise 
interest rates once more before 
May if he is to have any hope of hit- 
ting the Government's inflation tar- 
get. However, Mr Clarke’s 
prediction that government bor- 
rowing will decline by more than 
£7bn to £19bn next year was wel- 
comed as both necessary and more 
or less plausible. 

The Chancellor made it clear in 
his speech that this reduced bor- 
rowing forecast was intended to take 
the pressure off interest rates. This 
suggests he wiQ certainly hold out un- 
til at least the end of January, when 
key figures on the economy's growth 
in the final quarter of this year will 
become available. 

Even so. shares fell daring the 
speech, having touched a new record 
earlier in the day. City scepticism fo- 
cused on whether the Government 
would be able to deliver on its low- 
er spending plans and crackdown on 
tax avoidance and benefit fraud. 

Kevin Darlington, an economist 
at brokers Hoare Govett, said: “The 
Governor of the Bank of England 
is not going to be racing to con- 
gratulate Mr Clarke. It has not sti- 
fled the interest rate debate.” 

Most business leadens - at least 
outside insurance and travel, hit by 
significantly higher taxes- were a bit 
less grudging. The reduction in the 
uniform business rate made small 
businesses ecstatic. 

Bigger companies gave mixed re- 
views. Andrew Higgmson, head of 
economic affairs for the British Re- 
tail Consortium, said: “The fact the 
Budget was neutral is good news be- 
cause things are going quite well at 
the moment,” 

However, David Richardson, 
president of the British Chambers 
of Commerce, said: “A penny cut in 
income tax will do nothing for busi- 
ness and investment” 
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. • , ; i. . jih! . fttnna Clarke bad come todanoe - afld 
; . ». .. v* 1(1 - titpHouse was fuH. Eyesrwiaklm& his- 
li: ,u i rt,cr ’ - mouth set in a teasing smile, the Chan- 

Y ceflor rat beside the Prune bfinBtetwmr- 
> 1 -vW‘vJl- ing for the tambours to beat and the 

^ ^ share to strum. His back benches re-' 

. , . i tv rS garded him with nervous expectation: all 

. ' , ».; : m»* '’Ig. present had a very shrewd idea of exactly 
,'siiittt ‘I’iL what Charms had been so flimsOy 

V «*"• \l'i , *^:Oonoe*led from the tabloid press, but was 

,.l it \nw Just possible, that - like tbe 

vi^o -the leaks would turn out 
' i beahoak? 

.i,i ' »;c • So the time came and Fatima rose. His 


a 


spill, was asleep and we'd all had enough 
of the music - it was time for the strip. 

AsFatima twiried ponderously, an old 
tease was revealed. Just a week ago the 
Chief Secretary to the Beasury, Willy 
Waldegrave (sitting smiling just behind 
the capacious bottom of Ins amiable 
boss) had thrown every possible Labour 
commitment -^and a few impossible ones 
-into one pile and costed them as adding 
vast amounts to ffirect taxation. But ac- 
tualfytherehad been lots of money avail- 
able aflaloogl Tac relief on profit-related 


* -c . So the time came and Fatima rose. His ^ / / f - pay could be phased out! Tax loopholes 

•'’Y;;-"-: Vrebes fluttering aioqnd his gently uu-. . .. v . / ■ . . coo^c^iT^niom^^^ 

' • .K .»» ' 5 duhrtiugbq^te danced a dance otwell- busmessraen pointing with detennma- outfoxed' Fraud eliminated I Smugglers 
- •*' V, .nifr’ Ytfeng and W caflh. Britain was “ever mote . don at the expensive motors of their caught and th«r baccy and rum confis- 

• ‘^osperous and successful ...a Rolls- choice images of gadgets and gizmos _catedl Htnrai^ benefit dxt! So there was 

•‘‘‘'“.mY '.^ovee economy; buflt to lasL”Fbr the ovedqading the shelves of contented, tons ofdoshavaflable for education and 
‘ time Britam bad enjoyed a higher . ordnnrry working people. Certamly healffi and the poor and cuttmg bor- 

Y?^xateofmTWffiJb^bilberft^ fttima seenKd to bear out tiie truth of roa^g and...? 

- - ^ -'iteny for five dearrears {Germany’sm- • , ffies6$mages - the more of his waitu^ Atlasri the last smallpteces of gauze 
. rY^raSoration of att entire basket case . whis^Se .ChauccUor consumed, the were theamcalfy casi off and floated to 


- • ^ '"fcany for five dewyeare (Germany’s in - . , these^giages - the more of his waiting 
YY^pbratipn df att entire basket case . whiskey the Chancellor consumed, the 
• ‘ y - Stanbist nation in ffiat time, rightty, oey- - mortconfident he became. , - ■ . 

1 :'I ; er rates si mention).: • .^iKwffie be^ 

then Jfa tima sw ung to the samba ufioosttroUably and the backbench^ 


AtJasL the last small pieces of gauze 
were theatrically cast off arid floated to 
the floor. Thresholds were duly raised. 
Then “this is the stage of my speech”, 
he tantalised, “where everyone is ask- 


der papers more in relief than out of 
arousaL Naked and sweating, Fatima 
sat down. 

Whoooshf For on hour and a quar- 
ter the Boy Wonder on the benches op- 
posite had been frowning, making notes, 
reading missives sent in by clever 
teenagers ar computer keyboards else- 
where, and generally keying himself up 
for his response. A blue-blooded chap, 
he could appreciate some of Ritima’s 
more sensuous moves, but his tight 
superhero costume was snagging, and he 
was increasingly anxious to perform. 
So when all was finally revealed, he 
wasn’t inclined to dwell on the pleasures 
now visible. 

One finger raised - like Superman 
about to soar into the night skies of 
Gotham city - he launched an attack of 
such ferocity and detail that maty of us 
journalists thought he would end up in 
the gallery next to us. 

It- was devastating stuff. Tbe much- 
vaunted extra money for the health ser- 
vice year on year on year? That is 02 
per cent in year two. 0.1 per cent in year 
three, a fall after that. More money on 
education? Ah, but the small print re- 
veals big shortfalls in money for coun- 



&ri^SMn^nhea(fyhad^tbe. esting part of his fiscal anatomy. “And veals big shortfalls m money for coun- 
YSSSbSSeS blttlget.'wnitmg for the veOstO foil was yes, Mr Deputy Speaker, I am mtteed . dls,ineanmg large coimcfl tax increases 
: V o«nmH the rtrif Hk^riSSmiroartnciofSO years also able to reduce the basic rate of in- or cuts m budgets like education. The 




f (rftiwchMnberiiifflgKaf<^^ t ^ . tb-take his dothesott - not unpleasant, 
purposefully through . bntlrerdlyworrii a major performance. 
Sltt^StipennStkets, images ofha^YftresaG<ina^upstairemfe 


come tax by one.penng^. God knows, 
they thought, it isn't very big, but it is 
there. The Ibiy benches waved their or- 


ritizens needed to wake up, yelled Boy 
Wbnder tum Fatima around to see 
what is written on her other side. 
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‘We : look 

and -''^eel'K^Mw 

like a low- 

tax, . tow- 

rent nation 

... we are. , 

... unkempt, uncaring 
aod-iBKar«t>for - the 
tramps of Etimpe.' 
PoDy Toynbee, page 13 


’This was a 
Budget.de- 
signed, to 
appeal v. . 
more in our 
virtue; than 1 

our pockets, mote to ibe 
markets. 

lot bac.-. Y" r ’■ • 

Jeremy Wme%-pafeX9 


"Kenneth 

Clarke’s.- 

election 
Budget - 
vote for me 

because I am not so 

vulgar as to bribe you to 
dosoJ 

Gavyn Davies, page 15 


‘The idea pBg 
that 'we are' w^t»gj§ 
all selfish 
bastards Is ft 
what -pro- 
pels the 
whole sorrymess.’. 
Suzanne Moore, page 15 


perma- 
nent substitute for 
Labour’s windfall tax.’ 
Donald MacIntyre, 
page 14 


and the 

substance could equal- 
ly well have come from 
the other side.' 

Hamish McRae, page 14 
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Boost for better-off families as poorest t hird lose 

Chancellor rtf tU., a ■„ _ jl ..JrU „ .r m l l.in Klnur — — ~ HY' ~i 


T ^f Chancellor of the Ex- 
™iquerdannsiohaveait 

out J knowing what h e mcans ^ 
ordinary" ,t makes sense toes- 
the gams and losses ex- 
peneoced by UK families. 

hi,hS° lds wUh lhe the 
0601 °f “comes 
wiD be better off by about 1 per 
cent of their prc-Budget in- 
comes. In cash terms the top 
10 peT cent will be better off by 
an average of £6.70 per week, 
compared with a £2 average 
gain for all UK households and 
a loss of over 60p per week in 
the bottom 10 per cent. 

Using the Microsimulation 
Unit's tax-benefit model, 
PoLunod, the impact on the 
UK population as a whole - in 
all sorts of families - can be 
calculated. 

The calculations take ac- 
count of the income tax cuts - 
increases in allowances and 
thresholds over and above in- 


The cut in benefits 
for lone parent 
families is not the 
only way this 

Budget delivers a 
surprise lowering of 
living standards' 


fiat ion, and the cut in the stan- 
dard rate -changes to excise du- 
ties and the projected abolition 
of one parent benefit and one 
parent premiums in means- 
tested benefits. 

The chan shows that on av- 
erage the poorest 30 per cent of 
households actually lose from 
the Budget measures. Their in- 
comes fall by relatively small 
cash amounts - about 50p a 
week on average - but this is as 
much as a proportion of pre- 
Budget incomes as the gains re- 
ceived by the rest of the 
population represent in pro- 
portional terms. 

The income lax changes have 
their maximum cash elect for 
people with incomes at or above 
the higher rate threshold. The 
effect on household units as a 
whole depends on the number 
of such taxpayers in each house- 
hold. Households with several 
high earners stand to gain the 
most from this year's Budget. 
Lone parents, least likely to be 


profit-related pay 


Dismay as 
Clarke scraps 
pay tax break 


Me Ciciittg 

The Chancellors move to save 
£2bn a year by phasing out 
profit-related pay provoked 
astonishment from benefits ex- 
perts yesterday. who said the an- 
nouncement would hit up to 3.7 
million employees presently 
taking pan in such schemes. 

Unions warned they would 
demand that any income lost 
from the ending of the profit- 
related tax concessions would 
have to be made up by em- 
ployers in pay packets. 

A spokesman for Bifu. the 
bank workers' union, most of 
whose members have been 
placed on such schemes in re- 
cent yearn, said last night: "We 
shall be pressing on tne banks 
to now’ focus on direct im- 
provements to basic pay so that 
staff can benefit from the im- 
proved performance of their 
company." 

Tony Bonner, Chairman of 
the Confederation of British In- 
dustry said: "[This] docs not au- 
gur well for future payroll costs." 

Mr Oarke told MPs yester- 
day: “The tax relief this Gov- 
ernment introduced in 19S7 to 
promote profit-related pay 
[PRPj schemes ... has played a 
key role in reinforcing this Gov- 
ernment's strong beliefs that re- 


wards should depend on the suc- 
cess of the business for which 
they work. I am delighted that 
tax reliefs have helped to get this 
idea accepted so widely." 

However. Mr Clarke re- 
minded the Commons that 
Nigel Lawson, the chancellor 
who introduced PRP, had always 
intended it to he a “pump- 
priming measure" aimed at 

‘Four million 
people won’t 
be very happy. 
Its success has 
cost the Revenue 
too much’ 

overcoming initial inertia. 

"I can no longer justify the in- 
creasing cost of the tax relief to 
the 22 million taxpayers who are 
not in PRP schemes," the Chan- 
cellor added. 

“We cannot permanently 
divide die workforce into groups 
who pay different levels of tax 
on the some earnings depending 
on whether the firm they work 
for is in a scheme or not." 


At present. employees can 
“sacrifice" up to 20 per cent or 
£4,000. whichever is the greater, 
of their guaranteed pay. and link 
it to a profit-related pay scheme 
instead. 

In return they avoid any tax 
they would have paid on that 
amount of money. For staff 
earning £20,000, on the maxi- 
mum PRP, the tax incentive 
adds £960 to their take-home 
salaries, assuming tax at 24 per 
cent. 

Mr Clarke is proposing to 
progressively reduce the £4,000 
upper limit relief from 1998. 
ending it within two years in 
£1,000 stages. 

While '"those on higher 
incomes, who receive tax con- 
cessions at the marginal rale 
from PRP schemes, benefit dis- 
proportionately from them, 
many lower-paid full-time 

On/pRP option is to give 
staff a tax-free bonus to their 
pay each year. 

At Marks & Spencer, about 
90 per cent of the company's 
55,000 staff receive a Christmas 
bonus of four weeks’ pay. Since 
the company introduced a PRP 
scheme in 1994, the bonus has 
been paid tax-free. For a till 
worker, earning £177 a week, 
the tax-free element mean an 


sharing a their household with 
a high earner, stand to gain least 
or to lose substantial amounts 
of Iheir benefit income. The 
abolition of lone parent bene- 
fit is particularly damaging to 
lone parents that do manage to 
support their family through 
employment. Only a lone par- 
ent with earnings approaching 
the average for all workers 
breaks even from this Budget. 

The losses are nearly all tar- 
geted on households with chil- 
dren. On average households 
with children in the poorest 
tenth of the population will 
lose nearly 25 per cent of their 
income: a substantial reduction 
for an “ordinary” family ex- 
pecting a bonus in a pre-elec- 
tion Budget. 

The cut in benefits far lone 
parent families is not the only 
way this BudgeL delivers a sur- 
prise lowering of living stan- 
dards. Increases in excise duties 
on tobacco products and road 
fuels tend to impact throughout 


the income distribution. They 
are argued for on the basis that 
expenditure on both types of 
product should be discouraged. 
At high and middle income 
levels these rax increases are 
compensated for by income tax 
cuts. However, in the bottom 
IQ per cent of households few 
people are income taxpayers - 
their incomes are too low. The 
increase in prices they will face 
are not offset in other ways: the 
poorest will bear the heaviest 
burden for policies that are 
designed to benefit us alL 
The distributional impact of 
the income tax package alone 
can also be examined. Com- 
bining a rale ail with an increase 
in the main personal allowance 
and the width of the lower rate 
baud by more than inflation has 
the effect of spreading the ben- 
efit of the tax cuts to all current 
income tax payers. But the dis- 
tribution is not equal. On aver- 
age the bottom 10 per cent of 
households receive just 17p per 


week whereas the top 10 J|® r 
cent receive £7 per week- The 
bottom half of households ben- 
efit by an average of 79p, con- 
trasted with the gain in the top 
half of £4.40. 

Even in proportional.terms 
households with higher incomes 
gain more: the increase in in- 
come of the bottom 10 per 
cent from income tax cuts _is just 
0.2 per cent, compared with 1-0 
per cent in the top ten per cent. 
This is an inevitable result of 
making cuts in income tax. 
Even an increase in allowances, 
the cut in income tax which is 
best best targeted on the low 
paid, only targets 7 per cent of 
its benefit on the bottom 30 per 
cent of households. 

A Budget for the poor would 
need to find other instruments 
than income tax. Cash benefits 
such as child benefit and one 
parent benefit can be viewed as 
refundable tax credits - mea- 
sures which compensate for 
the extra costs of children. 
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Less to take home: Someone on a salary of £20,000 could lose up to £960 from the phasing out of tax-relief on profit-related pay 


extra £210. This will be lost 
At least one bank, Barclays, 
faces a immediate increase in 
its pay bill of 2.7 per cent. Bar- 
clays cut the pay of its staff by 
that amount last year because, 
it claimed, staff would gain 
more than that from PRP 
Stagecoach, the train and bus 
company, confirmed last night 
that staff in its bus business 
would be affected by the Chan- 
cellor’s announcement. The 
firm will be studying the impact 


of the announcement before 
deciding what to do. 

AJastair Hatchett, at Income 
Data Services, the pay and 
benefits information 

specialists, said he was sur- 
prised at the timing of Mr 
Clarke’s move. 

“One wonders how he al- 
lowed himself to get boxed in 
at this stage in the day. There 
will be 4 million people who 
won’t be very hapjfy at what he 
has done. Its own success has 


cost the Revenue too much," 
Mr Hatchett said. 

Brian Friedman, head of 
human capital services at 
Arthur Andersen, the beaefits 
consultants, said that in the fast 
few years, PRP schemes, which 
must include 80 per cent of 
employees, had become high- 
ly successful. 

Mr Friedman disputed sug- 
gestions that PRP cost the 
Government: “It ignores the ex- 
tent to which extra taxes have 


been paid by companies as 
profits have gone up. It also ig- 
nores the fort that higher pay 
leads to higher consumption 
and therefore to higher VAT 
receipts.” Mr Friedman said 
PRP bad helped keep workers 
in jobs. He added that one ad- 
ditional effect of scrapping 
PRP might be to fuel wage de- 
mands in the public sector if 
company employees obtained 
compensatory rises. 

However, unions have 


claimed that salary increases 
were not paid for by compa- 
nies, which have used PRP to 
control their their wage bills. 

Bifu said last night: “This has 
been a subsidy at the expense 
of taxpayers and. in the end, it 
was always going to prove too 
expensive to sustain." 

Earlier this month. Ernst & 
Young asked pleaded with the 
Chancellor to retain the £4.000 
tax-free element while abol- 
ishing the 20 per cent pay cap : 
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ERITANCE AND CAPITAL GAINS TAX 

Experts mourn missed opportunity 
as capital gains tax escapes reforms 


Nic Cicutti 

The decision to raise the in- 
heritance tax threshold to 
£215.000, while taking no steps 
id tackle ibe long-standing is- 
sue of capital gains tax, was de- 
scribed by tax experts yesterday 
as a "missed opportunity". 

They said reforms of capital 
gains legislation had been 
strongly pushed for over sever- 
al years and the Government 
had itself long accepted the 
need for change. 

Patrick Stevens, tax partner 
at Ernst & Young, the tax spe- 
cialists, said: “We have argued 
that capital gains tax [CGT] laws 
were very complicated and 
there were grounds to amend 
this. It is a pity that the Chan- 
cellor has decided not to move 
in this direction. 

“Leaving the inheritance tax 
threshold [IHT] virtually un- 
touched simply emphasises the 
importance of tax planning in 
a person’s lifetime, possibly by 
means of gifting seven years be- 
fore one’s death.” 

Kenneth Clarke, Lhe Chan- 
cellor, announced that IHT, 
which stood at £154,000 until 
being raised to £200,000 last 
year, would now be lifted by 
£15, 0(H), three times inflation. 

The CGT threshold, which is 
uprated monthly in line with in- 
flation, has been raised to 
£6500- Gains realised below this 
amount are not subject to tax. 

Mr Clarke said: “IHT is a 
penalty cm thrift independence 
and enterprise. Uoyd George’s 
maxim that The most conve- 
nient tine to tax the rich is when 
they are dead’ no longer holds." 

However, the Government 
had always said il would only cut 
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Waiting on a legacy: Beneflcartes of Reggie Perrin's wai, looking forward to a higher inheritance tax threshold of £215 000 

these taxes when it could afford The Inland Revenue said Help the Aged, the cam- at most He v, n 


to. He added that this year's 
change meant IHT thresholds 
were 40 per cent higher than 
two years ago. IHT, which rais- 
es £3 2*ba a year, was introduced 


last night the measure would 
keep the number of taxpaying 
estates in the tax year 1997-98 
down to an estimated 14.000, as 
at present. About one in 45 of 


paign group, said the measure 
would do little to reassure el- 
derly people who felt therrehii- 
dren’s inheritance was being 
whittled away to pay for long- 


almost He challenged the 
Prune Munster: -Why do you 
jxiraist m supporting policies# 
that favour the few instead of- 
the many? 

Mr Stevens added that the 


in 1986 to replace capital irons- all death estates will pay IHT terra care. Earlier, Ian Pearson Grwm m J V , , , lhat the 
fer lax. Tax ischarged at 40 per This is 1,500 less than if the Labour MP for Dudley West! shed Iiahiltv f ° rv4? vc a ^°^' 
cent on assets transferred on threshold had cone uo in line said scrapoine inherit* nr* an* . T 7 °. V tor CGT to a cho- 


cent on assets transferred on threshold 
death and on gifts made with- with inflai 
in seven years before death. cost £30rc 


ireshold had gone up in line said scrapping inheritance and sen datTSI. IlHF 
ith inflation and will initially capital gams taxes would ben- 1 

* £30ro. ent 3 per cent of the pooulatinn ***? 


no tax on 


it 3 percent of the population 


(JklLh liS& 







someone on £30,000-£35,000 a 
year might gain around £400 a 
year, this would be almost 
wiped out for a typical home- 
owning family by the impact of 
a single 0.5 per ceni mortgage 
rate rise. But the tax cut con- 
trasts^ with hefty hits forthe mid- 
dle classes in 1993 and httle help, 
for them in 1994 and 1995. 

Mr Clarke chose to restrict 
the basic income tax reduction 
to Ip, costing £L2Shn next 
year, while spreading the equiv- 
alent of another lp off the ba- 
sic rate around a series of 
changes in allowances. These 
will be only partly offset for 
above-average earners by a 
higher ceiling on National In- 
surance payments. 

The upper earnings limit for 
employee NI contributions has 
been raised by £10 a week to 
£465 a week, so those at or 
above the old threshold will pay 
about £1 a week more. The 
Government confirmed a token 
reduction of 0-2 per cent in em- 
ployers' contributions to 10 per 
cent announced last year. 

The decision to announce a 
small cut in the baskrate of in- 
come tax for the second year 
tunning as a centrepiece orthe 
Budget co nfirms that the Chan- 
cellor is not in an adventurous 
tax-reforming mood, which 
would be a risky strategy any- 
way so close to an election. But 
he did more than once reiter- 
ate his promise of an eventual 
move to a 20 per cent basic rate. 

He has however chosen what 
tax experts such as the Institute 
for Fiscal Studies regard as the 
least reformist set of options in 
a tax system that has long been 
due for an overhaul. 

Tim Jones, a senior manag- 
er with Arthur Andersen, said; 
“He is trying as best he can to 
target those bn £30,000 to-. 
£35,tXX)ayear.* But he bel«wed 


thar the Chancellor had been 
basically- very cautious.“A Chan- 
cellor in a tight corner thinks 
twice, says agreat deal and does 
nothing/’ 

In fact, the Budget benefits 
for 3 5 million employees in 
profit related pay schemes will 
be more than offset in subse- 
quent years by the the phasing 
out of this refief. 

For a higher rate taxpayer in 
a PRP scheme, this wifi cost up 
to four times as much as the di- 
rect benefits from this Budget, 
and for standard rate payers typ- 
icaHyup to twice as much. But 
the Chancellor has delayed the 


very fit tie help to the poorest 
30 per cent of the population, 
who pay little taxor none at alL 
The EPS has been cam- 

T»jgnmp TnraH y«KCfii1h rfnr« nit 

in VAX which would be a far 
greater benefit for the poor. 

The greatest boost from the 
income tax changes will be felt 
by those paying basic tale tax oo 
their incomes, hi practice, this 
means those earning between 
about £8,000 and £32^00 before 
personal, married couple and 
other allowances are deducted. 

According to Anhur Ander- 
sen, the combined impact of tax 

strut national nwir anri* rhang eg 


‘A Chancellor in a tight spot thinks 
twice and does nothing’ 


start of the phasing onL 

The income tax changes in- 
cluded help for the lower paid, 
who.do not benefit at all from 
a cut in the basic rate of income 
tax. They wiD benefit from a 
~ £200 widening, to £4,100. of the 
band in which the 20 per cent 
lower rate of income tax is 
paid. 

But this is only £100 more 
than Mr Qarke was obliged to 
announce simply to cope with 
inflation, andisworth less than 
£1 a week to those affected. 

' Gdciilatioiisby the IFS have 
shown that changes in. the ba- 
sic rate, personal allowances and 
the kwer tax band,on which the 
Chancellor has relied, bring 


ignoring the maried couples 
allowance, is a boost of 0.9 per 
cent for take home pay of 
someone earning £8,000 a year. 

For someone on £16,000 it is 
1.1 per cent, on £32,000 13 per 
cent and at £64,000 it falls back 
to 0.65 percent 

Above the level at which the 
40 percent tax band starts, the 
cash benefit of a cut in the ba- 
sic rate stays constant for tax- 
payers, whatever they earn. 

The Chancellor has also in- 
creased personal allowances by 
£280 to £4,045, £200 more than 
.statutory indexation, and in- 
creased personal allowances 
for tho^e aged 65 and over by 
£310, again. £200 more than in- 


dexation. 

There is a rise in the thesh- 
old at which the top rale of 40 
per ocat is paid, by £600, but this 
is simply indexation, noi an 
additional help. 

. . S imilarly , the married cou- 
ple’s and related allowances, the 
blind person’s allowance and the 
income limit forage- related al- 
lowances wiD all be raised in line 
with statutory indexation. 

The Inland Revenue said all 
income taxpayers, around 26 
millio n people, will pay less in- 
come tax, by an average of 
£150 a year pr £2.88 a week. 

A couple with one bread- 
winner on average earnings will 
be around £214 a year or £4.11 
a week better off. 

Officials also said 16.6 mil- 
lion people wiD see a fall in their 
marginal rate of tax, 410,000 
people would come out of in- 
come tax altogether and over a 
quarter of all taxpayers would 
only pay income tax at 20 per 
cent in 1997-98. 

Although there were sharp 
increases in the overall burden 
of income tax in 1993, mainly 
because of changes in mortgage 
and other allowances, since 
1979 the government has made 
big reductions in income tax 
rates. The basic income tax rate 
came down from 33 per cent to 
30 per cent in 1979, when the 
top rate dropped from 83 per 
cent to 60 per cent. . 

The basic rate was reduced 
progressively to 25 per cent in 
1988 and 24 per cent last year. 


Another penny: The basic tax rate is cut by the Chancellor by lp to 23p 
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CLOSING TAX LOOPHOLES ? 
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Plugging loopholes will produce £110m saving 


• ... ,h i ‘i* 

• .•'il; ' 1 # 


.... rlkb'- 

. • : I'.ft : ;a 

p.ll . ' 


ay 

ns 


Roger Thyp 

The Chancellor’s crackdown on 
individuals delaying income tax 
and avoiding National Insurance 
contributions by being paid in 
shares in their own companies 
is the latest in a series of cat-and- 
mouse measures going back 
several years. It is estimated that 
this will produce tax saving} of 
£1 10m in 1997-98. 

Since the bteT980s; when tbe 
cap on NI contributions was lift- 
ed,- employers have sought to 
avoid Liability to a tax that 
amounts to a tenth of payroll 
costs by paying staff in such “cur- 
rencies’* as unit trusts, gold, di- 
amonds, platinum and fine 
wines. * • 


Instead ofintroducing a gen- 
eral anti-avoidance provision, 
with exceptions where appro- 
priate, tire Government has 
merely blocked each loophole as 
it arises. Recently, employers 
and their advisers have sought 
more obscure methods in fixe ef- 
fort to keep one step ahead of 
the authorities. 

The Chancellor haskmgbeen 
known to be aproponent of at- 
tacking certain tax-planning 
schemes and yesterday he reft- . 
erated his adherence lo a poli- 
cy of making sure “we get the 
right tax from the right people". 

There has been little effort to 
far to produce legislation crack- 
ing down on the NI avoidance 


Among the latest moves to 
block loopholes are: 

■ The tightening of capital 
gains tax rules so that individu- 
als cannot roll over a taxable 
gain into a security that is not 
taxed. It is estimated that this 
wifi raise £20m from complet- 
ed transactions and prevent a 
modi larger loss of taxm future. 

■ The prevention of individu- 
als ana companies avoiding 
stamp duty through issuing for- 
eigp currency bearer shares, 
which are exempt from the 
duly, rather than issuing bear- 
er shares denominated in ster- 
ling,' which would normally 
attract a 15 per cent charge. It 
is estimated that this would 
raise £5Qm a year. 


■ Clarifying the position where 
individuals transfer assets 
abroad and are still able to 
benefit from th : income arising 
from them. Tim is not expect- 
ed to raise significant aims . 

Tax specialists generally feel 
that the moves area sensible re- 
action to recent developments. 
City advisers have been braced 
for a crackdown on schemes de- 
signed to reduce the tax paid on 
bonuses to bankets and other 
professionals, who are enjoying 
their highest earnings since the 
late 1980s. The London Stock 
Exchange recently announced 
that bonuses paid by its mem- 
ber firms soared nearly £100m 
to a record £315ro in the year to 
June. 


Tbe authorities have already 
been understood to be chal- 
lenging one popular technique 
used by investment banks to 
avoid National Insurance con- 
tributions, by paying bonuses in 
the form of fife policies that are 
subsequently cashed in. 

Opinion in the financial ser- 
vices community is divided over 
the extent to which other or- 
ganisations make payments into 
offshore accounts, especially 
since having money paid into 
such accounts carries no im- 
mediate tax advantages, on the 
grounds that it is where tbe re- 
cipient was based when earning 
it rather than where the money 
is paid that interests tbe Rev- 
enue. 


Besides the payment-in- 
shares plans, some of the most 
popular tax avoidance schemes 
of recent years have been: 

■ Bonuses paid in the form of 
life policies. They have been 
used by a small number of large 
investment banks over the past 
two to three years. 

■ Pre-retirement employee 
benefit schemes (Prebs) paid 
into a discretionary trust setup 
by the company. Though offi- 
cially no mdkddual has any right 
to the money, in practice there 
is an agreement between the 
company and its executives that 
a slug of the money is theirs. The 
absence of a right over the 
money means that tbe executive 
does not pay tax until the fund 


is distributed, and if, in the 
words of one tax specialist, 
“they are retired and living on 
the Gosta del Sol, they might not 

B f tax at all". 

One variant of the Preb is the 
loan from a trust Money can be 
lent from the trust to employ- 
ees or their spouses. 

■ Another variant is the loan 
against the offshore trust. Pro- 
vided the employee can demon- 
strate that there are funds in the 
trust and that there will be some 
form of distribution, a bank may 
grant a loan, and so allow an 
employee to gain income 
through having funds deposit- 
ed offshore which arc not im- 
mediately liable for lax. 


Kenneth Qarke, the Chancellor 
of the Exchequer, yesterday 
vowed to translate 6,000 pages 
of Inland Revenue tax legislation 
into plain English, by formally 
bundling a new steering com- 
mittee, chaired by Lord Howe, 
to oversee the massive project 

The news will be welcomed 
by both business and individual 
taxpayers, who have long com- 
plained about (he nearly 
impenetrable language in which 
the main provisions of UK tax 
law are drafted. 

The promise to simplify the 
relevant parts of the tax code, 
first made in the Budget Speech 
of 1995, came in recognition of 
the complexity of the current 
legislation, and was consistent 
with Mr Major's vow to make 
government more accountable 
to dtizens, Treasury sources 
said yesterday. It was part of a 
general effort to simplify the tax 
code, remove loopholes and re- 
duce unnecessary bureaucratic 
red tape. 

Mr Qarke conceded that the 
rewriting project was “as am- 
bitious as translating the whole 
War and Peace into lucid 
Swahili". 

He added: “In fact, it is more 
ambitious - War and Peace is 
only 1500 pages long. Inland 
Revenue tax law is 6,000 pages. 
And it was not written by a Tol- 
stoy." 

The aim. the Chancellor said, 
was to prepare a series of 
“rewrite Bills”, with the first of 
them ready for enactment in the 
1997/98 session of Parliament. 
However, Treasury' sources 
stressed that it would take con- 
siderable lime to complete the 
project. 

Mr Qarke said there had 
been wide consensus on both 
sides of the House about the 
need for clearer language in tax 
legislation, and that Inland 
Revenue would publish its plans 
on meeting the objectives in 
coming weeks. 

Lord Howe, who produced a 
repent on how Parliament might 
complete the task, following 
extensive consultations, has 
agreed to chair the steering 
committee. Mr Qarke said that 
the Government endorsed Lord 
Howe's key recommendations, 
and called on the Procedure 
Committee to “consider how 
the House is going to handle the 
bills in a sensible fashion". 

Mr Clarke said the rewrite 
project would “bring the benefits 
of clarity and certainty to busi- 
nesses and ordinary taxpayers". 
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Sandra Dil worth 

National Savings 

^Reinvestment is certainly 
worth considering if you’re 

looking for a way of inflation-proofing 
your money. As well as keeping pace 
with inflation (as measured by the 
Retail Prices Index), the current issue 
also pays an extra 2.3% pa guaranteed 
over 5 years. So if you want to keep 
the twin benefits of i nfl at i orv- proof ing 
and extra interest - both tax-free, pick 
up j reinvestment application form 
af your post office. 

Or if you are a first time buyer, « 
buy now using the application form tri 
Your Money. For a full guide ti> 

our Index-linked Savings Certificates, 

fn-ocail 050c 500 oco, 24 hours a day, 
7 days a week.” 
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O p p o rt u nifties from 
hm Treasury 







r 




^ "*• •** **-#"* «•=• *- "T** •* '**' — :■*■-**# ««*«e •* •* n fr. ^ m- ■*; ne--. 

n. "*■ ~ n ~ '~*~ r ‘~ Tr ^ ~~ m r>i«iv. ■*;« p* 



*" .*s ■*” ^ ,wr pt ■»• -it t: “i- p“ t "* »*f ■<* •> ^ 

**" '" vt ’**• "Vs .^5 t nr -*- ^ «* *'* “ , v r-t "p; -*s —V ft# t*> t»# tt .*# *; *«r, -**, .<** t-t. t; r-s- *» rrs ft»»! ft •** -*r 

^ r *t *ft -"*s «- — ft“ftp -rs- *-**-•»■# «*; 

-* r~r--r.-T ps-ttw - *e-r-". ^ ^ ^ " , "* r -*■•** — ■ -r — -s 

^ ■**™ ^ ft- -ft *s — S •■'■ s -T -ft .-*:■ ft-, rv- -*.• »#*■ *» ft> y*s fts «• *w #r ft# :*• ft# ** fts ft# f*. rft •*- ■*; ft! -* **• ■*;«*: -i* «*■ -ft ft- -ft «ft ^* .“a ft* fte ~s i *<et rr> •* **e ***■ ftr .-ft- ft* ft? •** *** rv **► *■* "" "* 

” Tr "•v.*- ft-vft-.ft.ftftft ft^ftftfte m •Vsftffrft.ftp..ft»ftT-ftfte-ft: -v- rr-t ft- **- .ft- ft- «*• ft- ft- ft- ft- ft-. .— s f- r* •** ft- -?- **«t •#**» .^ ■•* -w *■*-#»■*■«<»•«« ■•»*»* "W "*«•••** *"i ** *» -^s 

■^ft.TVft-ftftftft.-ft.V -rWftftt-rftftTtV.ftflfft.ltft — ft. W ft-wm- — *!-• j«- ** ft- -ft ft- ft-!»- -* -ft ft* ft- -ft -ft .-ft -ft ft- *»^S ft-.ft-ft- .VF.ft fti! -ft ft* »** »** ft- fte ft* •«• ■■ 

***" "v V ft“ *ft- ft- T ft-- -ft- -ft "V- -ft ft- ft-, “ft -ft .ft* .ft* rr- mt ft-. •** ?ft- *■*» ft. ft; «- «** ■■» -— «**■ —• •<* ,** *, .-ft -ft? .— r«s ft* *ft ft* ■ -i-- rr* *ft -ft — -*- .“ft .-ft -ft ft* -ft fts -ft ft# fts **# ft* ft- -ft ft* -ft -ft ft 

^ -V*? “ft -ft -ft ."ft -ft ft", .-ft .ftp rw -ft -ft -ft ftr -ft* *»»■ ft* ft* *ws ft#]fttftrftv-ft. ftit-ft. -fts-ft-^-ft-ft-v-ft-ft-ft. -ft--— w-ft*. .ftftfft.-ft. -ftfftftrft-*ft-ft-ft**-ft«:— ■*' ■"** “* 

-"ft "ft- ftr -ft- ■— —ft ftft ftT -ft “ft “ft *ft "ft ** -ft^ ftf .-ft 1 Tft/ftft .-ft ftft ftp -VS- -ft- -ft .-ft ft- ft— ft- ft* ft» ftp rtr ft-- -ft .-ft -ft- ft* -ft ft- ft- ft— ft- ft* ft* ft-; ft*, ftr -ft -ft ft* nr- ft* -ft* -ft .-ft -ft npp.ftp- ftp- ft ft* - ^ **"■ ”** " ”"’ ^ 

•"*“■ - - ™ 1 V -ftp Sft ftS “ft -ft -ft -ft -ft -ft -ft *ft ft! ft* ftp ft* -ft: -ft ft* ftp fts, -ft ft* ft* ft* **T ft* ft* ft* «vv ft- ftp ft*, fts -ft- -ft ft- -ft ft* -ft -ft- -ft *— -ft ftp ft* ftp ft* ft# -ft. ft# ftp -ft ftp ft- ft* ftsr -rp —T -ft ftp- -ft ft -v^* ft* -ft 
' ,! ft*- fts fts -ft ftp -ft fts ftp -ft fts ftp -ft "ft ft* ftS ftp .-ft .-Vs ftp ft— ftv —* ftp .ftp ft* *rp tts *»p ft-. —— *»— ft— *#* ft* *«* ft* *p* .ftr ft* ft- ft. ft— ftp ftp ft- ft— ft* ft* ft* ft* —p ft* .ftp *P- -#p ftp ft- -rr ftp .ft* ft- ft*, -ft ft* "^ *** 

■"'P' ftp ftp ftp fts —p ftp ftp ftr ft7 fts ftp “«p ftp ftp ftp ftp ft- ,fte fts .ftp ftp ft* f#» ftp -p* ft- ft- ft* ft*. *«, ■«-. ftp ft- **p ft- ft*. ftp. ft* *,* ft* ft- ft* ft* #«p ftp ftp ftp ft- ftp —» .ft* ft* ftp ft# -Vs -*p **p P* *p« ■** **" 

% ftp ft- ft- ft- ft* **» ft— ftp ■Vp -rp ftp ftp ftp r«— ftp ftp ftp ,-rp ftp .ftp- ftp <—- ««p ft— ftp **— ft. *** **-. *«,. ftp ft- ft— ft. ft— ft*, ft- ft* ft— ft- ft— ftp -p* ftp ftp -#- ft— ft- ft-, rps ft» ,-Ve rfts -vs Tt *vt= .-v TWs sv*. »w "V. r*r -vs 

■” P! ^ V- ftp ftp- ftp ft-, fts ftp ftp -rp ftp -PS ftp. ft*, .ft- ftp .ftp- ftp ft* ft-, ftp. ft- ft. ft* — ft. ftp ftp. ftp — * ft- - ft- ft- ft- . ft* ft- — ft* ft, . ft- ftp ft* #ft- ft- •(-•»- -IP ,-r- fp*. -VP »v# fVs .*V* T*p *Vp •#* •#»■ ‘VP ^ ^ r *' T " 

!! ns- .p- ^ ,vt- V! *V -?■ PS ,V, np ■v ns -P np fV VP .p- «; rv .VS p- .P]t ft( ft. p* m . P- ft ft ft- ft* ft, ft* ft ft. w ft. .ft p- p* ft. ft* — . nrt rrs- -TT — ,pp -#p rp- TPS “SP-“-P W *VS .*v* PC- rVr "P* “•* -P* *"V 

•W ftp ft- ft-, ftp ftp ft* -** ft*, ft* -!«. ft- ft- ftp -Pt ftp -V!; ft» ftp ftp ftp- ftp- .ftp ft*, ft* ft- ft- ft- ft- ft- ft* ft. ftie fts ft- ft- ft* ftp ft* fpp ft# ft* ftp ft* -vs iftt- -ft ftecftF--ftft-.ft(P'VpftrrfV?ftC-tTS ftp-.ftf «r Sft- ^ '**■ ^ ”*~ 

'“■ •** t ' v-r v- ft- ft- ft- ftp ftp ft- .ftp ftp .ftp ft; ?VT ftp- fts ^ ftp .ftt ft- ftp ftt .ftp : fttt ft- ; ftp ft* ftp ftp ftp ftp ft- ft- ft*- ft* ft- ft* ftp ftps ft- ft; fts -*■ ft* ft*. ft» ft*- -^>. fttt- fts !ftfe rftfr «» +vt .-ft: ft* ^ ^ ^ * “ “ 

-VP -Pt-ftp ft* ftp ft- ftp ftp ftp ftp ftp -ft ftp- ftp ftftft ftp ftp rft- ft- ftp ftp. ftp- *(- ft» ftp .ftp ftp, ftp ftp ftp ftp ftp <ftr ftp ^p .ft* ft* ftp ftp ftp fft ftp ft— ft* -p* ftp ftp -ft -ft ftr ftfcftsrftCftT'ft ft "* w 

^ *V ftp ft* ft- ft— ftp — ftp ftp ftp ftp ftp ftp ft* .-VP ftp ftp ftp ftp: ftp-. ftp. ft* ft* ftp ftp ft* .ft; ft* ft; ft* ft- ftp ftp ft*., ftp ft- ft- ft— ft* ft— ft; ftp ftp ft- ftp ftp ftp ftft ftp ftp .ftp .ft? ft? ftp ftp ftp ftP *** ^ ft* -ft ft* 

ftp ft- W ftp- ftp -VP ftp ft* ft; ftp ft; ftp ftp ftp ft* ft- ftp fts ft; ft* ftp ftp- , ft* rVE ftp ft*, ftp ftp .ftp ftp fte .ftt .ftt ftp ftp ftp ft- ft* ft— ft— ft— ft- ftp ft» ftp ft* ft* ft; ft; ftp ftar fts .fts, ftt ft»ft6-fte. ft- *vp ■*;•«* ft- -vr -*• 
rt ft* ft* ft* ft* ft*, ft*- ft-- ft* ft- ft* ft- ft* ft* ft* «* fts ft- ftc ftt ft- ftR ft* ft- -#p ft- •*-. ft- ft- ft- ftp ««» -p, ; ftp ft- ft- ft- -p* ft - intr ft* ft* ftp ft« ft* ft* ftp ftp ft* ftp ftr fte fte fts- ft« ^ ‘ft’' ^ ^ 

ftp ftp. .ft* ft— ftp. ftp ftp WP. vp ftp ft* ftp ftp ftp .ftp ftp ftp ft— ftp ftp ft* -VP ft- «*- ft- .ftp ft- ftp ft— ft- ft— ft— ft— ft- ft- ftp ft- ft- ft— ft— ft; ft— ftp ft; ftp ftp ftp ft; ft- ftp »ft- ft? ftp -ftp ftp ftp -V# ft* -P* *** ^ *" fr ’ 

S!ft ftp ft- ft; ft* ft- ftp ft* ft* ft- ft* ftp ft- fV- ftp fts ft- ft* ftp ftp ft. ft- ftr ft* ft* ft* ft* ft;- ft* ft; ft- ftp ftp .ft* ft* ftp- ft* ftp ftp ft* ft* ft- ftp ftp m ftp. ftp- ftp ft?r ft* ft* ftp ftp ft? JT? "T. •*- •** •**•*? ' 

* 5 ; .ftp ftp ft; ftp -V* ft* ftp- ft* ftp ftp- ft; ftp- ftp ftp. .ftp- ftp ftp- ft* *vt ft<- -v; .ft* ,-v; .ftp ftp. .pp»- ftp ft* .ftp- -vs ftp ftp -vs- ft; ftp ft- ftp fts ftp ft; ft* -vs ftp -vs res ft; ftp- ft* ft*- .ft;- .^.- ftp- ftv ftr-- *ft ft" ftv "ft ftft 
■p ft; ftS ft*, .ftp ftSS -ftp ft* “fts ftp ftp ftp ftp- ftP ftp ftp- .ftfr ftp ftp- ftp ft* ft* ft* ftp ft* ft* ftp ft*- ft* ft* ft— ft- ftp ft— ft- ftp ftp ftp ft; ftp ftp ft; fts- ftp .ft* -ft ftp. ftp ftp ft*- ftp -ft -ft .ft? ft!' ft *ft *-* ft* m 
fts -ft ft* ft* ftp -ft -ft ftp ft* ftp -ft ftp ftp- ftp- ft!, ft? ft; ft* ft* ftp ft- ftp ft-, ftp ftp ft* ft*, ft* ftp ft- ft- ftp. ftp ft- ft* ftp. ft* ft* ftp ftp ftp ft* ft* .ftp ft; ft; ft* ftp ft*- ft* ftp- -ft -W -VP- ?Vp- ft? *W «V- *'»- 

V. -Vp ftp ft* ft* ft* .ft* ft- ftp ft* ft- ft! ftp ftp ftp ftp: ftps ftp ft* ftp- ftp ft* ftp ft* ftp ft; -vs ftp- .ft*- ft; ftp ft* ft? ft* ft* ft*- .ftp ft* ft* ft* ftp ftp ftp ftp .ft; fts ft* fty ft! ftp fts. * T ’“- ^ ^ rm '- mer ^ ^ n ’ 

ft*, ft; ftp ft* ft; ftp .ftp ft* ft*- ft» ft- ftp ftp- fte ft; »v* ftp r«*- ft* ft- ft*- ft- ft- -*vs -t* ftp ftp- ft-, ft- ft* ft- -v* ft* ftp ftp ft- ft- ftp ft-- ft- ftp ft- ftp .ft* ftp ftp ftp- ft* ft*- ft; -ft ft? f*r. *V? ^ *■** 



ft. ft |jj. 


;* ftp ft; ftp ft; .ftp ft* ft* ft- ft- ft* ft* ft* ftp ft* ft?- ft* ftp ftp ftp- ftp ftp ft* ft* ftp. ftp ftp ftp ft*- ftp. ftp- ft* ftp ftp ftp ftp- ft* ft-- ftp- ftp r»p ft; ftp ftp ftp ftp- ftp- ft* ftp- ft; ft?; ftp ftp ft* ft* ftp ***• 
ftp ftp ft* ft* ft* ftp ftp ft* ftp ftp ftp ft; ft* ft? ft*: fts* .ft*- ft; ftp ft* ftp- ftp ft* ftp ftp ft* ftp ftp ftp- ftp- ftp- ftp ftp- ftp ftp ftp ftp ftp- ftp p'k- ft? ftc ftar ft; ft? ft? .ftv ftt- fts ft ftvr .ft ft ft? ft ft ft ft 

?P ft ft ft ft. ft ft ft ft ft -ft ft -ft -ft ft ft .ft- ft- ft- ft- ft, ft ft ft ft- ft ft ft ft ,-V* ft ft ft ft ft ft- ft- ft- ft ft .ft- ft ft ft- ft- .ft ft ft ft ft ft .ft ft ft ft ^ * 

■*** ft ft ft ft ft ft ft ft ft ft ft ft ft ft- ft ft ft ft ft ft ft- ft ft ft- ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft- ft ft ft .ft ft ft ft ft ft- ft- ft ft -ft ft -ft 
«K ft .ft ft ft ft ft ft ft ft ft ft ft ft- ft ft ft ft,- .ft ft ft ft ft ft ft ft- ft ft ft ft ft- ft ft ft ft ft ft ft- ft ft ft- ft ft ft ft ft. ft ft ft ft ft- ft -ft ft 
ft .ft ft .ft .ft .ft ft ft ft ft ft ft ft- ft ft ft ft ft ft ft ft .ft ft ft ft ft ft .ft ft- ft ft ft ft ft ft ft. ft. ft ft ft ft ft ft- ft ft ft- ft- ft ^ **s •** ** 

Vi- ft- ft ft ft ft ft ft ft ft ft ft ft ft ft- ft ft ft ft ft- ft ft ft ft pv* ft ft- ft- ft ft- ft ft ft ft ft ft ft ft- ft- ft- ft ft- ft ft ft- ft ft- ft ft ft ft ft - ' T * 
ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft. ft ft ft. ft- ft ft ft ft * 

9 t ft ft ft ft ft ft ft ft- ft ft ft ft? ft ft? ft ft ft ft ft ft ft ft ft- ft- ft ft- ft- ft- ft ft- ft- ft ft ft- ft. ft ft ft ft ft ft- ft- ft ft ft ft ft ft ft. ft 

ft ft ft ft ft ft .ft .ft ft ft- ft ft- ft ft- ft ft- ft ft ft- ft ft ft ft ft- ft ft ft ft ft ft ft ft- ft ft- ft ft- ft ft- ft ft^ ft- ft ft ft- ft ft ft ft ft ft ft ^ ^ 

S ft ft ft ft- ft- ft ft ft .ft .ft ft ft- -ft ft- ft ft- ft ft- ft ft ft ft ft ft- ft ft- ft- ft- ft- ft ft ft ft- ft ft- ft- ft- ft ft ft ft- ft ft ft ft ft ft ft ft ft ft ft ■** 
ft ft ft- ft ft ft ft- ft ft ft- ft ft? ft- ft; ft ft- ft- ft ft .ft ft- .ft ft ft ft- ft ft> ft ft- ft ft ft ft- ft ft- ft? ft ft ft ft ft- ft ft ft- ft ft- ft ft ft ft ft ^ 
Ti- ft? ft ft ft ft ft ft ft ft ft ft ft ft- ft- ft ft ft- ft ft ft ft ft ft ft ft ft ft? ft ft ft ft ft- ft fts ft- ft ft ft ft ft- ft ft- ft- ft ft- ft ft ft *** ^ •** 
ft ft ft ft- ft ft ft ft ft .ft ft ft- ft? ft- ft ft ft ft- ft- ft ft- ft ft ft- ft ft- ft ft ft ft- ft- ft- ft- ft ft ft- ft- ft- ft- ft- ft- ft? ft ft- ft ft ft ft ft ft ft 
!£ ftft ft ft ft ft ft ft ft ft ft ft ft ftftft ft- ft ft ft ft- ft- ft- ftr ft- ft ft ft- ftft- ft ft ft- ft ft ft- ft ft ft ft ft ft ft ft- ft ft ft ft * 
ft ft- ft ft- ft ft ft ft ft ft ft ft ft- .ft ft ft ft ft- ft ft ft ft ft ft ft? ft ft ft ft ft ft- ftt ft ft? ft ft- ft ft ft ftp ft- ft- ft- ft ft ft ft ** **£ 
sjt? ft ft- ft ft ft* ft ft ft ft ft- ft ft- ft ft ft- ft ft- ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft- ft- ft? ft ft ft ft ft «* 
ft ft- ft- ft ft- ft ft ft ft ft ft ft- ft- ft ft ft ft- ft ft- ft ft- ft ft ft- ft- ft* ft- ft ft ft ft ft? ftp ft ftp ftpft ftp ft- ft ft; ft ft- ft ft ft ft 
:»• ft ft ft ft ft? ft ft ft ft ft ft ft ft ft- ft- ft- ft- ft ft ft ft ft ft- ft fts- ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft- ft ft ** 
ft ft ft ft- ft- ft ft ft ft ft ft ft ft ft ft- ft ft ft ft ft ft- ft ft ft ft- ft ft ft ft ftp ft ft.ft ft? ft? ft? ft- ft ft- ft ft ft ft- ft ft- 

, . ' * ‘ . t. . • . . -. ... 

$s ft ft ft.- ft ft ft ft ft ft ft ft ft- ft- ft ft ft- ft- ft ft ft ft ft- ft ftt'ft ftp ft ft ft ft.ft ft ft? ft ft? ft- ft^ ft. ft ft ft- ft- r* 

tfkMfts 4 Ma-. jtate- flCiaMv j&iM-. aum 

^S 7 -’ 7 ^ 5 * 7 ^ 5 ? 7 ^? T^E? T^C- 7 ^ 5 ? 7 ^- 7 ^ T^Q- 7 ^* T^C- T^E? 7 ^- 7 ^ 355 ’ T^E? 7 ^P 7 ^!i 7 ^!C* 7 ^ 5 p 7 “‘ 7 ^ 5 - 7 T& J 7^? T^C - 7^5 T’T- <*^*.- 

P TP pp- p<p ?*?-i np- Jpp PV PP- PP? PP,- Jpp VP' runs r*P jrvs- Jpp rps- ^vsr rtf pp pis pp,' «s Jpp P<r- pp. v; Vs .n» ; *vt: ,np, np, -vs, ne 

jdMAs jaui. 

7 ^* 7 ^ 5 - 7 ^? T^p- 7 ^- 7 ^- 7 ^S 7 ^G- 7 ^ 3 “ 7 ^ 5 * 7 ^ 5 - 7 “ 7 ^ 3 - 7 ^* 7 ^? 7 ^J 7 ^* T^f 7 ^? 7 ^S- 7 “' 7 ”‘ 7 ^? 7 ^? 7 ^ J J ^ 7 ^* 7 ^? 7 ^?. 7 ^C 7 ^-* TsE' T^T.- 7 *!*E> 7 E» *T^ 

^VsVS'.«ftVS'.Vs-Vs.V!?V!s np- pp- rps.- TV; V5- f*?t Pp- VP Vp- :P*? ^V5- Vp- W? PPs^ jTPs? Vs pfp PP,- pp- rp fm Vs Pp p* psp np, Pp ■ ,V» *Vt .-# 
Vp- pip pp- .npr pp, ppy TVS- vs Vs P*P Vp- Vs VP f*p VP VP VP Vp VP VP VP VP VP VP VP VP VP VP VP VP Vp VP VP- VP Vp Vft VR. V». **«■ 
!p VP- VP VP VP VP Vp- VP VP VP VP VP VP Vp VP VP VP VP VP VPVPVP VP VP VP VP VP VP VP VP Vp- Vp VP Vp Vp- Vp .VR V 
VP Vp vp VP Vp VP Vp Vp VP Vp VP VP Vp VP vp Vp Vp vp vp VPVP VPVP Vp VP VPVP Vp VP VP- VP VP Vp .Vp vp V* VR 
*p- ^*P ^!p ^pss- vp VP Vp VP Vp VP Vp VP Vp VP Vp VP VP VP VP VP VP VP VP VP VP Vp VP Vp Vp Vp- VP Vp Vp- Vp V 

Vp VP VP VP Vp VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP Vp VP Vp- vp vp Vp.' Vp vp r*p. pp 
!p VP VP VP VP- VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP Vp VP- vp Vp VP VP VP V 
Vp VP VP VP vp Vp VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP Vp Vp VP VP Vp vp Vp Vp 
P vp VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP vp VP vp vp vp Vp VP vp vp VP V 
Vp Vp VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP vp VP VP VP VP VP VP vp vp VP vp vp VPVP 
P VP VP VP VP VP VP Vp VP VP VP VP Vp VP VP VP VP VP VP VP Vp VP Vp vp vp vp vp vp vp V 
VP VP VP VP VP VP VP VP vp VP VP VP VP VP VP VP VP VP Vp vp vp Vp vp- vp vp vp vp VP vp 
P VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP VP Vp Vp Vp vp vp vp vp vp vp V 
VP Vp VP Vp VP vp VP VP VP VP VP VP Vp VP VP VP VP VP VP vp vp vp vp vp vp vp vp 
P VP VP V»P Vp VP Vp VP VP VP VP ft Vp VP ft ft ft vp ft vp ft vp ft vp vp v 
VP VP Vp VP ft; Vp VP VP VP VP VP Vp Vp VP Vp Vp Vp Vp ft vp ft ft vp ft- vp 
ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ^ ^ ^ 

ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ft ^ ft ^ 


~ -f 


1 


COUNT THEM. This many workers will be laid off today. 

Nine million people have lost their jobs, or experienced unemployment, since 1992 .That’s like laving i_ - * 

I .nder-p™^ . D..pi» wh« *. Ctac.llor h as Kld * X 7 “ * - Most 


cvrpi*. "o'v, .w-v M.w.. jvw, v. — , — ' r >v>;m«ub, diii«.c . 1 nats like laying off about five th d 

new jobs are underpaid and under-protected . Despite what the Chancellor has told you nine out of ^ P6 ° Ple ever ^ c * a >' • Most 

temporary or part time . No wonder more than half the working population lives in fear of redundanc Y ^ d S ' nCS ^ ave been 

bribe you by knocking one pence off income tax . Don’t be fooled . Income tax cuts arc fin., -t , ^ ay Kenneth < “ lari<e attempted to 

are nne - ,f y°u ve got an income . 
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Nigel Cope 
and Paul Rodgers 

Alcoholic soft drinks such as 
Hooper's Hooch and Two Dogs 
will be more expensive from the 
New Year after the Chancellor 
announced a widely expected 
hike in duty on the so-called 
“alcopops”. The move is in- 
tended to combat concerns 
over under-age drinking. 

However, there was better 
news for the spirits industry with 
a surprise move to cut duty on 
whisky, gin and other spirits by 
4 per cent for the second con- 
secutive year. The reduction is 
equivalent to 26p a bottle. ' 

Hie drinks industry was 
braced for a sharp increase in 
duty on alcopops after a year of 
controversy for the brightly 
coloured drinks. The duty will 
rise by 40 per cent from I Jan- 
uary, the equivalent of 7-Sp a 
bottle. The increase moves 
akopop duty broadly in line 
with the levy on beer. 

The Government had been 
under pressure to increase duly 
on the popular drinks after con- 
cerns that their cartoon-style la- 
bels, bright colours and hurt 
flavours encourage the under 
18s to dabble with alcohol 

Bass, makers of Hooper’s 
Hooch, described the increase 
as “depressingly predictable”. A 
spokesman added: “These 
brands are already less popular 
with the under 18s than white 
riders (such as Diamond 
White) and spirits. What the 
Chancellor is doing is driving 
young people towards stronger 
drinks than Hooper’s Hooch.” . 
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Excise duties: international comparisons 
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The duty Increase is not ex- 
pected to halt the meteoric 
growth of the alcopops sector, 
now estimated ro be worth 
£300m a year But analysts said 
it could kill off seme of the lesser 
brands. “It will sort out the men 
from the boys,” said Geof 
Collyer at NatWfest Securities. 

Sinc e their launch in the UK 
less than two years ago, almost 
100 copycat products have been 
launched, with brands such as ' 
Moscow Mule and Rhubarb 
Rhubarb flooding the market. 
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There was better news for 
beer drinkers, with the duty on 
both beer and wine held for the 
second consecutive year. How- 
ever, the brewing industry was 



Despite a 26p-a-bottfe reduction on whisky, gin and other spirits and no excise duty change on beer and wine, the cost of alcopops rises by 40 per cent 


mg for a cut of 5p-6p per pint 
to help combat the burgeoning 
cross- channel booze run, which 
now accounts for 1.1 million 
pints a day. 

Bass complained that a duty 
freeze would do nothing to halt 
the bootlegproblem. The Cam- 
paign far Real Ale (Camra) crit- 


icised the chancellor for failing 
to offer more assistance to the 
brewing and pub trade, which 
employs almost a million 
people. 

Camra said the cut in spirits 
would not help pubs because 
these drinks only accounted 
for 8 per cent of pub sales com- 


pared to beer’s 60 per cent. 

The spirits industry was sent 
an early Christmas present with 
a surprise 4 per cent duty cut 
designed to bring UK and con- 
tinental rates closer together. 
The cut was welcomed by the in- 
dustry, which faces stiff com- 
petition from smugglers in the 


UK and copycat brands in 
Japan and Chile. 

Smokers were again hit as the 
Government pursued its policy 
of increasing tobacco duty at 
more than the rate of inflation. 
The tax on a packet of 20 ciga- 
rettes rises by 15p, with a pack 
of small cigars increased by 7p. 


a pack. 

lowever. the duty "increase 
on hand-rolled tobacco has 
been held to the level of infla- 
tion to combat the smuggling 
problem. 

The increase on cigarettes 
takes Lhe average pack of 2 Op 
to around £3.08. Of that a to- 


tal of £2.42 is duty and VAT. 

The Tobacco Manufacturers 
Association criticised the 
moves, saying smugglers would 
increasingly turn to cigarette 
smuggling for extra profits. “Jl 
will increase smuggling dra- 
matically. The criminals are 
probably dancing in the streets.* 1 


Doctors 
as 




review 
rise by 15p 


Glenda Cooper 


Doctors and pharmacists reit- 
erated their caD for a funda- 
mental review , of “unfair" 
prescription charges after the 
Department of Health revealed 
they are set to rise by another 
15p. . . 

From 1 April 1997 the total 
charge foran NHS prescription 
will be £5.65. A four-monthly 
prepayment certificate" will in-, 
crease by 80p to £2930 and an 
annual certificate will now cost 
£80.50, a rise of 2.7 per cent 
Free medicines will remain 
for children, pensioners, people 
on income support, family cred- 
it or disability working ak 
lowance and their partners. - 
The BMA said that it “re- 
gretted" the Government's 
cision to raise the prescription 
charge and called far the system 
to be thoroughly overhauled 
“rather than a drip drip raise” 
And the Royal Pharmaceu- 
tical Society warned that the 


raise would increase the num- 
ber of people on low incomes 
who failed to take medicine pre- 
scribed by theirGPs. 

' When the Conservatives 
came to power in 1979 they 
promised that prescriptions 
would not be raised above 20p- 
However charges have risen 
steadily since then and in the last 
troyears atone the Hades have 
raised die charge by 25p and 
50p. More than 50 per cent of 
all prescribed medicines cost 
less than the prescription 
charge, leaving a balance which 
is fed into NHS coffers to sub- 
sidise the 80 per cent of pre- 
scriptions that are free, 
lam Caldwell president of die 
- RPS said: “As pharmacists we 
spend our professional lives 


that they have received through 
the NHS is effectively wasted." 

He Joined the BMA in call- 
ing for a review of the current 
system which he described as 
“anachronistic* inconsistent in 
its application and widely per- 
ceived as unfair" . 

Wigs and fabric supports win 
increase by 2.7 per cent and the 
maximum charge for a course 
of dental treatment will in- 
crease from £325 to £330. AD 
optical voucher values will also 
increase tty 2 per cent 



Benefit 

measures 


that tiiey will 
effect. But if people who have 
medicines prescribed for them 
simply cannot afford to pay for 
them then the professional care 
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^EJJEFITS 


Benefit cheats face 
clampdown as lone 
parents are sacrificed 


payfai Walker 

An extra £470m is to be spent 
oy the Department of Social Se- 
cracking down on bene- 
nt fraud as pan of the 
Government s "spend to save" 
programme announced in the 
Budget. Single parents have 
been targeted in an effort 
by ministers to present the 
Loose nrativesas the party of the 

The extra amounts paid to 
lone parents on benefit to reflect 
their child care burden are to 
be abolished together with the 
child benefit supplement paid to 
single parents, though not for 


eighteen months, well after the 
next election. 

Lone parents are to be spe- 
cially targeted in the Depart- 
ment of Social Security's crack 
down on fraudulent claims as 
part of what Social Security Sec- 
retary Peter Lilley called the 
Government's “even-handed 
treatment of one and two par- 
ent families." Mr lilley said the 
extra £470m would be spent to 
augment his department's ex- 
isting programme of checks 
and investigation. 

The new money will be used 
to increase the visits paid by of- 
ficials to claimants in "high-risk 
groups”. These include lone 


parents, couples claiming hous- 
ing benefit who claim lobe liv- 
ing apart, and the unemployed 
suspected of having jobs on the 
side. 

Altogether new claimants 
can expect an extra 1-3 million 
more visits in 1990-97 on top of 
the additional 300.000 visits 
checking on claimants already 
on the DSS Benefits Agency's 
books. Mr Lilley claimed the 
fraud initiative would be saving 
over £ 2 bn a year by the turn of 
the century. The new money 
brings to £900ra the amount be- 
ing spent over the next three 
years on cracking down on ben- 
efit fraud. The Government 



From cradle to grave: the Chancellor wants to hold down the cost of welfare 


expects the measures to produce 
savings of around £7bn. 

The Government's intention 

is to equalise levels of assistance 

for lone parents and couples 
with children, so cutting the al- 
leged incentive the system gives 
young women to have children 
and rely on state benefits. The 
single parents' lobby reacted 
with concern. The National 
Council for One Parent Fami- 
lies said the measures were 
perverse and would make it 
harder for lone parents to get 
a job and move off benefits. 

Last year's other target 
groups - young people living 
away from home and asylum 
seekers - have escaped special 
attention. But single people 
claming housing benefit - many 
of them younger - will see their 
eligibility reduced. Some 65,000 
people will lose some of the gov- 
ernment assistance they cur- 
rently get in paying council tax. 

The £5.20 a week “premi- 
um” paid to lone parents was 
frozen in Kenneth Clarke's last 
budget and again will not be in- 
creased in value. From April 
1998 it will uo longer be paid to 
lone parents entering the ben- 
efits system though existing 
claimants will continue to re- 
ceive it. One-parent benefit - 
which is to remain aL its exist- 
ing level of £630 a week - is 
paid as of right in addition to 
child benefit: this will also start 
to disappear in 1998. 

These cuts may have knock- 
on effects for some of the oth- 
er benefits for which lone 
parents qualify, such as housing 
benefit aod help with payments 
of council tax. Some lone par- 
ents could see themselves worse 
off by up to £10.70 a week, ac- 
cording to Karin Pappenheim of 
the National Council for One 
Parent Families. 

All social security claim an ts 
face a tougher assessment as 
part of a joint programme by the 
Department of Social Security, 
Customs and Excise and the In- 
land Revenue to crack down on 
fraud. The rules restricting ex- 
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EARN1N6SRULES = ' J 

tovafid cant allowance . ' 

Therapeutic earnings limit 
Industrial tojuries eammgs level (pa) 

War pensioners earnings tewrt (pa) ' 

FAMILY CREDff. 

AdaltcradH 

Child credit ' - . 

Umterll 

11-15. 

16-17 

18 

HOUSING BENHTf personal allowances. 
Single, 16-24 • ' • , 

angle, 25 plus 

Lone parent under 18 '• 'A ■ 

18 plus 

Couplfi both under 18" •' . 

•• One or both over 18 . . •. ~i 
Dependent cWdren 
(aider 12 • . ' 

12-16 • •. ' 
16-19 


INCAPACITY BENEFIT ' 

Long- tarn 

Short-term- . 

Under pension age, lower rale • . • 
Hlgherrate 

Over pension age, both rates . . 

Increase of long-term incapacity bereft for age 
Higher rate 

Lower rate ;. ; 

Invaldtty allowance (transitional) . 

Higher rate • 

Middle 

Lower 


4850 :. 
32.40 - 

1230- - 


'. 50.00 
45.50 

2366.00 

2386.00 


34.80 
; . .13.15 


“5030 

4050 

2418.00 

2418.00 


.1230 
8.15 
• V4.CB 


change of information between 
tax authorities and the DSS are 
to be liberalised. 

Alongside the uprating of 
various benefits, the DSS in- 
tends to tighten up the way they 
are administered. The rules 
governing claims fpr Disability 
Living Allowance and Job- 
seekers' Allowance (which is be- 
ing introduced to replace 


income support for large num- 
bers of people of working age) 
will put more onus on claimants 
to lodge an application with spe- 
cific timetables. 

Income related benefits are 
to increase in general by 2.6 per 
cent from April, next year - in 
line with the established index 
which takes as its benchmark, in- 
flation in September. Eligibili- 


KOHESUPPORr... 
Personal aflorteMS . 
Single onttr.18, usual raw 
. 18-24 _ A : ' : : , 

ArHptos^." 
•LdhepartOTt -■ . 

-. . > tMer 1 BtMual.raw 

* C On^SSfl8or 1 wo' 

Dependent cMdrw . 

. lfoder.12 • 

-12.16. 

; i6-i9 . . • : . 

BesiteBtfal attowaree 
Greater London 


Family 
Lorta parent 
Pensioner, single *• 
--Couple , 

r Pensioner (enhanced), single 
■ Couple _ . .v- • • ’ 

:p 0 naoner{Wg?ieO. single 



-.-Caerv 

JHaxBnuotsIv.accoiremMlaflm and 
meals In rerktenflal care banes . 


rWeiy dependent ekferfy-'./ ... . 

. Mental tfisonterjnot baoeflpap) 

WwsIcaidiSaBerrert . a ' • -• 
-.Onderpensimaga 

, r . Ovetpgrtsion age : . "■■}_ . . 

INDUSTRIAL DEAW BB1EHT ' ' 
WWDw's-pen^oft'.KghBf ratB .". 

,'v -Lower rate.:. - . V‘ - -1 - '= ; . • ‘ ' 

INWISTTOALDlSABiaiENT PENSION 
18 phisor under 18 wfth dapenderds . 

*: 100 pacenf . ' • 

50 per cant \- 

20 percent • ■_ 

INVA LID CASE ALLDWANCE 

JOBSEBCERS ALLOWANCE personal aBowances 
Single, under 18-usual rate - . - * 

Single, 18-24 
.Single, 25 or over 
Couple, both under 18 - - 
Couple, both over 18.-.- 

MATERNITY ALLOWANCE 

Lower :-••••’• 

Higher • . .. .. •_-. t . 

ONE PARENT BENffff . 

RETIREMENT PENStQN : 

CatqjojyAorO :* • 

Category B (tower >- husband's insurance 
Category C orO - non-conbibutory 
C^tBgofyCfdweri'norHxmbtoutory 


ty rules for certain benefits are 
also to be tightened. People 
claiming housing benefit who 
share their homes with other 
people may get less. Certain pri- 
vate sector tenants claiming 
housing benefit will also see 
some reduction in their claims. 
People living in more expensive 
properties will get less council 
tax benefits. The rent levels on 


which single people make 
claims for housing benefit will 
be tightened. 

“Expenditure on housing 
benefit and council lax benefit 
is set to rise 7 per cent ahead 
of inflation over the next three 
years. I believe it would be ir- 
responsible if we allowed this 
grewth to continue unchecked." 
Mr Lilley said. 


BENEFITS HOTLINE 
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making 




pointless 


purchases^’ 






What's the point? 

Don't let valuable rewards slip 
through your fingers. You can gain 
Membership Rewards Points on 
virtually every purchase you make 
with an American Express Credit, 
Charge or Corporate Card - whether 
you're shopping in the High Street or 
spending abroad. Once you're 
enrolled, it's one of the fastest and 
easiest ways to earn complimentary 
flights, hotel nights, meals at 
restaurants and more. 

To find out how we can help you 
do more, call now; 

@800 700 767 



Cards 
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Fraud line burns hot as 
callers queue to snitch 


Charlie Bain 

The national beaefit fraud hot- 
line, the Government's anony- 
mous tip-off service for 
information on benefit fraud- 
sters, has received more than 
100.000 calls in three months. 

Since it's launch in August, 
the hotline has taken an aver- 
age of 150 calls an hour from 
people offering information. 
Backed bv_a £500,000 advertis- 
ing campaign with a catchline: 
“Know of a benefit rip-off? 
Give us a telephone tip-off.” 
Benefits .Agency staff were ini- 
tially anticipating a response of 
around 2.000 calls a week. 

The scheme is part of the 
Government's five-year “Spot- 
light on benefit cheats" cam- 
paign, launched by the 
Secretary of State for Social Se- 
curity, Pfeter Lilley. in April of 
this year. 

The Benefits Agency say that 
the scheme has saved over 
£51>ra in it's first seven months 
of operation. 

Mr Lilley has also intro- 
duced a new swipe card for 
claimants replacing benefit 
books. The new benefit payment 
card, currently piloting in the 
South-west of England, is 
swiped through a scanner by 
post office staff who ask per- 

WORK INCENTIVES 


sonal details before handing 
over cash. The Benefits Agency 
hopes to save up to £ 200 m a 
year with the scheme. 

A special team is also to be 
set up in London to combat the 
growing army of landlords who 
defraud the Government of 
millions of pounds in housing 
benefit. 

A new tracing service aimed 
at tracking down benefit cheats 
has also been launched as part 
of the Government's five-year 
programme to combat fraud. 

The new arrangement, be- 
tween the Contributions 
Agency and the Benefits 
Agency of the Department of 
Social Security, will make it eas- 
ier for employment details to be 
matched against social securi- 
ty claims. 

In future the P46 form, issued 
when someone who has not pre- 
viously been in employment 
starts work, will be passed to the 
Contributions Agency and (hen 
on to the Benefits Agency en- 
abling them to check that the 
new employee is no longer 
claiming social security benefit. 

The flow of information be- 
tween the two agencies in the 
past has been “sluggish”, a 
spokesman said yesterday, and 
it is hoped the new service wfl] 
save millions of pounds. 



has received m °re than 10,000 
tip-ons ,n the the three months since its launch 


Tecs cuts risk mothers’ wrath 


Barrie Clement 

Labour Editor 

The Government risked the 
wrath of mothers by culling 
childcare budgets for Training 
and Enterprise Councils. 

The drop in spending is part 
of a £54m cut in cash terms in 
TEC budgets which will also af- 
fcci the Training for Work pro- 
gramme for the adult 
unemployed and the Jobmalch 
scheme aimed at preparing the 
jobless for interviews. 

Gillian Shephard, Secretary 
of State for Education and Em- 
ployment, however pointed out 


that the funding for Youth 
Training and the employer- 
based Modem Apprenticeships 
schemes would continue to rise 
to some £S00m by 1999-2000. 
Mrs Shephard said the Gov- 
ernment was determined to 
meet the target of 60,000 peo- 
ple gaining National Vbcational 
Qualification level three by 
2000 . 

The Employment Secretary 
said that despite a 10 per cent 
(ail in unemployment over the 
last 12 months, overall funding 
for training and employment 
programmes would increase by 
some £90m in 1997-98 over 


forecast expenditure in 1996-97. 
Cliris Humphreys, chief execu- 
tive of the Tecs national coun- 
cil, said the Budget was 
“reasonably positive” and that 
although there were budget 
cuts they were out-paccd by the 
drop in unemployment 
David Blunkett shadow ed- 
ucation and employment 
spokesman, however said the 
Government had taken a short- 
sighted view of the need to 
tackle long-term unemploy- 
ment. He said the figures 
showed total cuts in the sub- 
vention to the Employment 
Service amounted to £l87m - 


a drop of 17 per cent in real 
terms. 

Tecs would also face sub- 
stantial cuts in programmes in 
gel people back to work and in 
help those who want to start 
tneir own businesses. “This 
pa ;* a S e is short-sighted 
and farts to address properh ih L - 
need to raise standards and ac- 
ttrterate the introduction of 
wcjfare-tt^work principle - 

J" ^ B “dget speech. Nfr 
Clarke confirmed that £l 0 Um 

“ new money” would be de- 

10 a extension of a 
workfare-siyl e scheme aimed at 1 

ousting “dole cheats ". 
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Petrol up 3p in drive to cut back on car use 


Patrick Tooher - 

Motoring oigahisaiioas accused 
Kenneth Clarke of delivering a 
"hit and rmT budget as they re- 
acted angrily to a 3p a litre rise 
in petrol and diesel from 6pm 
last night, and a £5 hike, to f 145. 
in cost of an annual car tax disc 

The road lobby's fury was 
‘XJrapounded by news that 3 fur- 
ther 110 highway schemes are 
being shelved, representing half 
the Department of Transport's 
road building prog ramm e. Pro- 
jects affected include contro- 
versial plans to build a tunnel 
underneath the Neolithic stone 
circles at Stonehenge. : 

The. RAC said motorists 
would have to pay an extra £65 
a year just to keep their cars on 
the road as result of the increase 
in read fuel taxes. “While the 
roads crumble under their 
wheelsjnotorists are paying yet 
higher levels of taxation." 

A litre of unleaded four-star 
petrol goes up from 64.2p to 
67-2p a litre, while diesel goes 
up from 61p to 64p a litre. But 
the price rises are not being 
passed on immediately at the 
pumps, because companies 
have been stocking up on duty- 
paid fuel in what has become a 
cut-throat market The super- 
market chain Asda, for exam- 
ple, said h would bold petrol 
prices until the end of the 
weekend. 

The rise in petrol prices came 
as little surprise as the Chan- 
cellor was already committed to 
raising road fuel duties by at 
least 5 per cent above the rate 
of inflation under proposals 
contained in Norman Lament's 
last budget iu March 1993. 

But the AA said there was no 
transport environmental or 
economic justification for any 
real increases in petroL duty. 
"Dramatic increases in fuel 
duty will not lead to a decrease 

GREEN MEASURES 


in traffic - 82 per cent, of 
' Britain's 29 million drivers say 
they will still use their cars 
even if petrol prices double 
over the next ten years." 

Analysts also expected the 
further reductions in die road 
programme as transport again 
bore the brunt of spending cuts 
in the budget to make room for 
lower taxes. last year a third of 
the road building programme 
was scrapped. 

But the move was attacked by 
the British Road Federation: 
"Britain win enter the miHen- 
nhun with a worn-out, over- 
crowded. and under-funded 
road system, unde rminin g the 
economy and damaging the en- 
vironment," said Richard Di- 
ment, BRFs chief executive. 

In his Budget speech. Mr 
Clarke raid: "I firmly believe 
that motorists should bear the 
full costs of driving - not only 
wear and tear and congestion on 
the roads, but also the wider en- 
vironmental costs." 

The Chancellor said he want- 
ed to create conditions where 
ultra-low sulphur diesel could 
cost the same as cxdinaiydieseL ' 
"1 plan to reduce the duty on ul- 
tra-low sulphur diesel by lp per 
litre relative to ordinary diesel 
when I get the necessary in- 
ternational agreement" 
tfehkk exrise duty for lorries 
meeting stringent emission stan- 
dards from early 1998 would be 
reduced by up to £500. he 
added. 

Mr Clarke also announced he 
was reducing duty on road fuel 
gases such as liquefied petro- 
leum gas and compressed nat- 
ural gas by 25 per cent fitim 6pm 
last night ’’These changes could 
prove as important as the tax 
measures which popularised 
lead-free petroL” said Roy 
Gardner, executive director of 
British Gas. 

Freight groups gave a mixed 
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New prices at the pumps: A 5 per cent increase on road fuel duties means that the cost of petrol and diesel goes up by 3p per litre 
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reaction to the Budget They 
calculated the diesel increase 
would mean a 38-tonne lorry 
paying an extra £ L350 a year but 
they applauded the Chancellors 
decision to freeze the cost of a 
looy licence for the seventh year' 
running. 

Leasing groups greeted mea- 
sures to limit the increase in tax 
on company cars - Britain's 
favourite perk - to that of the 
petrol pump prices. Under the 
Chancellor’s proposals, the 


Breathing space for 


.- i> . - .■ -a,.: ;■ 


Nicholas Schoon _ 

Environment Corespondent 

The Chancellor set ouLto dear 
the air with a package of mea- 
sures designed to cut air pollu- 
tion from vehicles: The number. . 
of gas-powered, low-emission 
lorries, buses and cars is ex- 
pected to increase as a result 
Environmental groups also 
rejoiced at a major cut m the 
roads programmfvwith the Sec- 
retary of State IbrThtnsport, Sir 
George Young, dropping more 
than 100 longer-term schemes 
worth £6tm which his depart- 
ment had been hoping to con- 
struct in the next century. 

. Greens were also pleased 
that the tax on air travel - 
which is making a growing con- 
tributiottlo the threat efinan- 
made climate change - is being 
doubled. 

After yearsof pressure, the 
Government las conceded that 
yehideexdse duty -the tax disc 
- should be cut for road trans- 
port which leads the way in re- 
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initial concession applied rally 
to lorries; there are. hopes that 
it paves the way for tins, to be 
extended to cars in future. - 
But there was disappoint- 
ment that Kenneth Clarke did 
nothing further to cut taxes oa ; 
employing people by raising tax- - 
es on pollution instead. Tins is' 
a principle which rbe Chauail- 
Jor had accepted ixt earlier.bod- 


gets when be introduced a land- 
fill tax co waste cfennpiDg. It came 
into effect last month, and the 
£500m a year it win raise wiD be 
used fo cut employers' Nation- 
al Insurance contributions. 

Charles Secrett, director of 
Friends of the Earth, said he had 
hoped this taxation idea would 
be extended to sand, rode and 
gravel extracted from quarries 
- bin it was not to be. 

The most significant of the 
green moves was the intention 
t o cut vehicle excise duty by up 
to £506 in 1998 on lorries which 
. have very low emissions of par- 
ticulates - microscopic, sooty 
pertides found mainly in diesel 
exhausts' which are thought to 


j —M «mci: rjmr-t . : 

be among the most dangerous 
■ types of air pollution. • 

While duty on petrol and 
diesel is going up ty 3p - part 
of the Government s pledge to 
raise fuel duties by 5 per cent 
a year- the increase on cleari- 
er-buining low-sulphur diesel 
-will be 2p. provided the Gov- 
ernment reaches agreement 
with the European Commission 
on giving this fuel a tax break. 

And compressed natural gas, 
which now costs the same as 
petrol, will have its duly cut by 
25 per cent, giving high-mileage 
motorists and fleet operators a 
strong incentive to convert their 
vehicles. It costs about £2,600 
to alter a car to take this fuel. 

The gas, which is the same as 
that used in homes, produces 
considerably less pollution and 
carbon dioxide than petrol and 
diesel. But there are only about . 
400 yehkfos nmning cm this fuel, 
and 14 filling stations. 

Ibm Gorman, head of British 
Gas’s Natural Gas Vehides di- 
vision, forecast there would be 
200,000 vehides in six years - 
many of them buses which cur- 
rently run on diesel.- 



Channel 4 £450m fdr law Investment 

reprieved and order rules relaxed 


Threats to Channel 4*s Status 
as a public service - 
broadcaster receded 
yesterday, when the 
Government failed to indude 
proceeds from its 
privatisation in the Budget.. ■ 

Channel 4[s chief .. 
executive, Michael Grade, 
who had campaigned bard 
against privatisation, -las . . 
night heralded the result as a 
clear victory and evidence . 

tharThe Government has - \ 
Jistened to - "sensible and 
pragmatic arguments” of Of 
and the Independent _■ * 
i Television Commission. 

According I0 sources at the 
Department of National - 
Heritage, opposition to any 
. plans to privatise the fourth . 
terrestrial channel, voiced _ 
particularly by Virginia : . 
Boitomlqr, the Secretary .of 
State, for National Heritage, 
were, enough lo sway the ’ . 


Tiea^iry:Mati^ffarsman 


The police and prisons were 
given a £450m boost . 

yesterday, underlining the 

McTordbrasa key .issue in 
the general .'election. - 

But jnostqf the 3.7 per 
cent rise in police funding 
- will be eaten up by -inflation, 
while the £230m jail money is 
needed*© contain the ■ ■ 
escalating inmate population. 
Aa part of the extra funding 
for the police £40m has been 
made available for chief 
constables to recruit 2,000 . 
officers- intbe coming year. 

The budgetfbr the - 
probation service remains the 
samaras doesiheXl 2m grant 
for Vktim Support While - 
the Criminal Injuries 
■Ccmjpensatiou Scheme wifi . 
rise from about £20Qm to 
£2Q& Privately financed extra 
dosedorcufl television 
schemes aseto be 
encouraged.' Jason Henrietta 


The Chancellor has listened 
to pleas from operators of 
Venture Capital Thists 
(VCT) and Enterprise 
Investment Schemes (EIS) 
for a relaxation in qualifying • 
rules which mil allow them to 
operate more freely. It will 
cost the Chancellor £5m by 
encouraging more schemes 
and expandir^ easting ones. 

Both types of scheme will 

be allowed to raise extra 
tranches of capital ai more 
frequent intervals to increase 
then- investmen ts in eligible 
companies who would 
otherwise nee’d to raise • 
expensive mezzanine finance 
They wiD still have three- 
years to invest new funds- . 


; Both VCT and EIS 
vrill ateo be allowed to - . 
invest in groups of companies 
where one company 
breaches the qualifying roles. 
Clifford German 


scale of charges for company 
cars wiU be increased by 13 per 
cent for petrol cars and by 15 
per cent for diesel cars. “The 
Chancellor has continued to 
recognise bow fundamental the 


car is to business practices in the The Society of Motor Vehi- 

UK and to companies offering cle Manufacturers and Traders 
cars as an employee benefit." said the measures announced 
said Steve Dunn, commercial di- in the Budget "offered some 
rector of vehicle management encouragement for the motor 
group Lease Plan. industry, especially in the use 


of alternative fuels and low- 
emission diesel trucks and 
buses”. 

Bui the manufacturers’ or- 
ganisation questioned Mr 
Clarke's continuing commit- 


ment to the use of the Private 
Finance Incentive to fund the 
roads programme, saying that 
it remains “sceptical" that the 
use of PFI will "deliver" a mod- 
ern roads system. 


TAKE YOUR 

CHARTERED ACCOUNTANTS 
FOR ALL THEY’RE WORTH, 


OK. OK. Don't push, i here's enough 
advice here for everyone. 

Consider what your Chartered 
Accountants already do for you. 
Probably just your year-end accounts 
and keeping the taxman off your back. 

But with aii that training, those 
qualifications, their intimate knowledge 
of ycur business, surely you should be 
asking them for more. 

Their job is reporting your accounts. 
Out their skill is interpreting them. You 
expect them to sort out your tax, but 
ids when you're looking for tax advice 
that they can really show their wares. 

In short, you should use their aii-round 
business skills. Ail vear round. 

it's worth ta 'kina to them. 



Chartered Scccm/rtanfs produce resuh s ail year round. 
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Air taxes take 
off as travel 
business soars 


Steve Lodge 


On the tarmac at Manchester airport: The doubling of passenger taxes mil be delayed until November 1997 to allow tour firms time to adjust 


Consumers are being threat- 
ened with hikes in the price of 
insurance, holidays and air tick- 
ets after the Chancellor an- 
nounced increases in insurance 
premium tax and air-passenger 
duty. 

But the increases - which 
might add £3 ro the the cost of 
the average motor policy and up 
to £10 to the cost of a holiday 
or air tickets - are not due to 
come in until April and Nov- 
ember next year respectively. 

The Chancellor increased 
insurance premium tax (TPT) to 
4 per cent of the price of the pol- 
icy, up from 25 per cent. Some 
policies - travel insurance 
bought through agents and 
those policies sold by shops to 
cover electrical appliances, for 
example - face levies of as 
much as 17.5 per cenL Sepa- 
rately, air-passenger duty is 
doubled to £10 on European 
and domestic flights, and to £20 
on flights to destinations outside 
of Europe. 

Allhough the increase in 
insurance -premium tax was less 
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Save on your next 
BT Phone bill with 
a minimum of 

I°° BT with all 

mobile phone purchases* 


1 
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SSI} CONNECTION - usually £29.50 
STANDARD CAU CHARGES 


You'll make 
a far better choice 
at The Link 
this Christmas! 

With 66 stores nationwide, you'll 
discover a huge range of mobile phones 
and advanced communication products - 
lfs the biggest choice In the High Street 
Our friendly, helpful staff will help 
you make the right purchase to suit 
your needs and your pocket 

With fantastic offers every week, 
why go anywhere else! 

FREEPHONE 
0500 222 666 

FOR YOUR NEAREST STORE AND 
TO ORDER DIRECT 


Motorola A130 

Mobile Phone 

• Up to 120 minutes talktime/ 

48 hours standby 

• 30 name and number 
memory 

• Last 10 number redial 

• Any key answer £ |p%. 


Only 50p per minute peak 
and 20p per minute at afl 
other times 


scellnot 


HURRY! OFFER 
E N PS SATUR DAY 
30th NOVEMBER 1990 ♦ 


EH 

TTE BffiGEST CHOICE 

Choose from the largest range 
of communication products In the 

UK - mobfe phones, taxes, papers, 
telephones - plus organism and 
palmtop uMiCHiters. 

IMPARTIAL EXPERT ADVICE 

Our expert staff are specially trained m 
aP corimirtcatJon products and wN be 
happy to help you make Die choice 
that's ri#* tor you. 



Available on other top 
brand mobile phones. 
Ask In-store for details. 
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NO LINE RENTAL 

FOR A WHOLE YEAR @0 FREE CALLS FOR 6 MONTHS 


SAVE OVER £150* 


THE LMK PRICE PROMISE 

It you IW exactly the same package 
cheaper koealiy wttMnT days, we wM 
refund the difference. 


MOBILE PHONE COVBt 

CttnprehBisl w Insurance available 
offering cover tor everyttitag from 
accidental damage to theft 
Ask In-store ter detafc 


Samsung shsis 

• No fine rental for a whale year 

• Only pay for the calls you make 

• Free connection - Usually £29£0 

• Compact stylish design 
E&5Q worth of Free Calls 
every month for 
6 months worth £39“ 



FREE CHOICE GUARANTEE 
When you make your purchase for 
a small one-off fee of EL5, you can be 

assured that should your circumstances 
change, you cat retun your phone and 
cancel yaw airtime. 

MONEY BACK GUARANTEE 

If you are not completely satisfied, 
return your purchase tar a refund 
within 14 days for (WJhfc phones, 

7 days tor aH other products. ^ 



ceHnet 


The Link 


to 
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ntrt iwMNe ST phone bBaMMnmLadta)«MMndi?te.Afh for deURs.*Wien you cannecittOoEailaneiCJlK ***!>«* YMcgHfeci to Occasional CePKE%99 per maiUi lor the (Irst year ItwnEMD? Per month No other offer appSas. 
**££i 30 wortfi of free CJ(i *vflry tttttfl for 6 OKflOBuMflyiM connect to Oaadonaf Caller tartft*Une renter isusy 0499 per RM3fl(fiLnTC£8 aw ( ywrt. Phone usualy GWSl ComeetSsi usisily dSi fifi.50 "Orth of free sals x 6 mordta • 09. 

T6U1 Cost nonnaBv £258.37. Tout uvtaq £15838. fi i nttH t»—afc gi re ai tn^fretto rtatn. » tfmuJt nay >e rwp*l . Art la flora tar dot^i. 



than expected, insurcis said 
the change would be passed on 
in rising premiums, particularly 
to car drivers where premiums 
are already on the rise after a 
period of tierce price-cutting. 

The tax also hits other major 
insurances, including bouse 
contents and buildings, and 

‘This increase 
will hurt the UK 
economy as 
visitors will see 
Britain as more 
expensive and less 
competitive' 

private medical insurance. 

Mait BoleaL director general 
or the Association of British In- 
surers, said insurers were "sad- 
dened’* at the increase: "flij is 
a regressive tax on the prudent. 
Insurance is not a luxury, and 
should not be taxed as such." 

He said that with the rises Ihe 
average household would be 
paying around £1 a week in EPT 
and more than £3 a week over- 
all on insurance taxes. 

The Chancellor noted that 
even with the rise, Britain’s 
rate of IPT is still one of the low- 
est in Europe. 

The introduction of a 17.5 per 
cent on some insurances sold 
with other products is described 
as an anti-avoidance measure. 
Sellers of electrical appliances, 
for example, have previously 
avoided VAT by inflating the the 

VAT 


cost of the VAT-free insurance 
while reducing the VAT-abk. 
price of the appliance- 

Air-passcnncr duly is levied 

on all plane tickets to. from and 
within ihe United kmsdom. 
The president of the Association 
of British Travel AgenLsiAhia ). 
Cotin Trigger, said: “Thu; in- 
crease in an already unpopular 
tax on travellers will be most 
unwelcome ... More impor- 
tantly, it will hurt the UK econ- 
omy as foreign visitors will sec 
Britain as more expensive and 
less competitive as a result, es- 
pecially coupled with a stronger 
and recovering pound." 

Abta said that with the aver- 
age package holiday costing just 
£360 and the low margins that 
tour operators worked under, 
the increase would be pa&cd on. 

-This will be a major increase 
for a small charter flight” said 
an Abta spokeswoman. A 
spokesman for British Airways 
said the duty and its increase dis- 
criminated against fliers in 
favour of people who travelled 
by train and ship. 

The change will not come 
into place until after next sum- 
mer s holiday season and after 
the general election. The delay 
reflects that holiday brochures 
for next summer have already 
been published. 

Both insurance premium tax 
and air-passenger duty are fair- 
ly new levies. Air passenger duty 
was announced in the 1993 
Budget insurance premium tax 

- at an initial rate of 25 per cent 

- in the November 1994 Bud- 
get In announcing the latest in- 
crease. the Chancellor said that 
insurers had absorbed the cost. 
This seems less likely this time 
round. 


Smugglers 
to pay the 
price in bid 
to get £2.5bn 


Nigel Cope 

The government is to launch a 
crackdown on revenue fraud, 
smuggling and tax evasion in a 
bid to raise £25bn more tax over 
the next three years. 

The main focus will be on 
VAT fraud where the Chancel- 
lor said that even though rev- 
enues had revived in recent 
months they were still coming 
in significantly below what was 
expected last year. 

The clam pd own will be on 
what Kenneth Clarke described 
as some of the “clever wheezes" 
that have sprung up to avoid the 
payment of VAT. 

The measures, which are 
part of the “Spend and Save" 
scheme, will raise £750m in 
revenue this year and protect a 
further £l-5bn a year of exist- 
ing revenue from further attack. 

To man the new drive HM 
Customs & Excise will retain 
1100 trained VAT staff who had 
been due to leave the division 
as part of a streamlining pro- 
gramme announced in 1994. 

These staff will now be used 
to target what Customs de- 
scribes as “high risk traders" 
with a poor record on VAT pay- 
ments. Sectors that will be tar- 
geted include building and 
construction and the textile 
trade. Entrepreneurs with poor 
VAT payment records and 
those with a history of running 
“Phoenix” companies, which 
go bust and then start up again, 
will also be subjected to special 
attention. Extra staff such as 
specialist accountants will also 
be hired. 

Another key move is against 
retailers which reduce their 
VAT bills when selling insurance 
products with their products. 
Under existing legislation some 
retailers have been reducing the 
cost of the product which issub- 
jecl to VAT but increasing the 
price of the associated warran- 
ty which is not. This has the ef- 
fect of lowering the tax paid. 

The government plans to in- 
troduce a higher rate of insur- 
ance premium tax for a limited 

range of goods and services. The 
standard rate of VAT of 17J per 
cent will apply to mechanical 
breakdown insurance on do- 
mestic appliances and second 
hand cars as well as travel in- 
surance, and policies sold with 


televisions and car hire. 

The move is expected to hit 
electrical retailers such as 
Dixons and Comet. Dixons 
shares fell sharply on the news. 

Andrew HJgginsoo, chair- 
man of the economic affairs 
committee of the British Retail 
Consortium said: “We’re wait- 
ing for the detail but language 
like ‘dam pd own' is not very wel- 
come. particularly when it 
seems to be singling out par- 
ticular sectors." 

Other measures include a rise 
in the VAT threshold from 
£47,000 to £48,000 from mid- 
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PUBLIC FINANCES 


i squares the magic circle, but 
will pay the price in future? 


Dime Coyle 

Economics Editor 

Kenneth Clarke might go down 
in history as the Laughing 
Chancellor. Always jovial him- 
self, he has tried 10 make a lot 
of other people at least mod- 
erately happy with this Budget- 

Voters will like the high- 
profile income tax cats and 
higher spending on the front- 
line public services. His own 
right-wingers will approve of 
the reduction in the. Govern- 
ment's overall spending plans 
and the crackdown on benefit 
fraud. And lower public-sector 
borrowing wifiplease the City 
and allow the Chancellor to re- 
sist an increase in interest rates. 

Bor Mr Darke has achieved 
a hat trick; a small net tax give- 
away; a reduction in total plans 
for public spending from next 
year; and a lower forecast for 
the Public Sector Borrowings 
Requirement (PSBR). 

The reduction in taxes com- 
pared with previous plans 
amounts to only £735m next 
year, although this figure is 
based on the rather optimistic 

on tax ayoidanceTwflf raise” 
£5 60m. Spending plans have 
also been trimmed by £1.7bn in 
1997/98, compared with last 
year’s plans - although this is 
an increase of £500m for the 
current financial year. And the 
PSBR for next year is more 
than £4bn below what the 
Chancellor had predicted this 
summer. 

What’s more, it is a neutral, 
or even tough Budget, which is 
what the economy needs with 
the pace of growth picking up 
smartly. How tough depends on 
whether the public finances 
live up to the plans. 

“His claim mat it is a rough 
Budget is based on the tax 
avoidance and anti-fraud mea- 
sures. You can give that what 
credibility you like, but it is not 
the same as taking out a pro- 
gramme of expenditure,” said 
Kevin Dargogipn, ah economist 
at Hoare Govett. More chari- 
tably, Simon Briscoe at Nikko 
said: “The Budget is largely . 
wheeze-free, and it’s tourer 


Goveramait receipts £315511, 1997-98 


Government experafitnre £31 5ba, 1 997-98 


ms- 


than we expected.” 

The new tax measures will. be 
more than paid for by lower 
spending if the fraud and anti- 
avoidance programme actual- 
ly deliver the goods. The fall in 
the PSBR between this year and 
next (£7.5bn) is almost exactly 
the same as planned last Bud- 
get (£7-4bn). 

The architecture of the pub- 
lic finances is less Byzantine 
than it looks, and certainly not 
as complicated as the Budget 
Red Book always manages to 


Other financing£1 

Other taxes £Zflui — 
Council tax folio — 
Business rates £15ba - 

Excise dufes£34ta — 


Value added tax ESI bn — 


creases for others. Thus taxes 
on insurance and travel, petrol 
and tobacco have increased, 
while income tax and business 
rates are dcrWn. Spending on 
unemployment benefits and 



‘Anti-fraud measures are not 
the same as taking out a 
programme of expenditure’ 


make it appear. Behind yes- 
terday’s announcements lies a 
reasonably simple equation. 

The Clarke hat trick has 
been “paid for” from one new 
source and three standard ones. 
Clearly, higher taxes in some ar- 
eas can pay for lower ones 
elsewhere and spending cuts for 
some departments allow in- 


defence has fallen, while the 
NHS and education get more 
money. But the new money the 
Chancellor has magidced out of 
the hat to finance the hat .trick 
comes from: 

□ The “spend to save” pro- 
gramme, supposed to deliver 
savings of around £700m in a 
full year in public spending 


from the dampdown on bene- 
fit, fraud and about £12bn a 
year -from anti-tax avoidance 
measures; 

□ An extra £500m next year 
from ah increased estimate of 
revenues from privatisation, 
which are classed as negative 
public spending and reduce 
the government's “control to- 
tal" for ■ JJairc; 

□ £L5bn from a reduction in 
the contingency reserve for the 
current and next financial years, 
normal practice in each Budget; 

□ About £lbn thanks to a 
more optimistic forecast of tax 
revenues. 

The cash found by reducing 
the contingency reserve is bona 
fide and, as usual, more than ac- 
counts for the reduction in the 
overall control total It is stan- 
dard for the Treasury to pencil 
in a low sum for the current 


Borrowing El Win 


Income tax £72bn 


: Social security 

contributions £49tw 


Corporation tax £Z7bn 


year rising to a higher sum sev- 
eral years out .The profile far 
the reserve gets shuffled along 
a year as each Budget rolls 
around. 

Mr Clarke is on unexpectedly 
solid ground with his renewed 
optimism about the Govern- 
ment’s income from tax re- 
ceipts. Forecasting the path of 
government borrowing is a 
mug's game in one sense: as the 
difference between two huge 
numbers, there can be little con- 
fidence about the accuracy of 
any prediction.The past year 
has demonstrated this difficul- 
ty with a vengeance. Last year’s 
Budget turned out to be too op- 
timistic about the outlook for 
the PSBR because it over-pre- 
dicted tax revenues. Within a 
few months it had become 
clear that corporation tax and 
VAT receipts were growing far 


Other spending £23tin 


Transport £8bn 

Industry, agriculture — 
& employment £13bn 


Soda! security ElOfflw- 


The Government ended up 
borrowing about £32bn in the 
financial year 1995/96, fully 
£3bn more than it had predicted 
last November. So when the 




These were well above last 
November's figures of £22.4bn 
and £15bn. Luckily for the 
Chancellor, the missing tax 
millions returned in rime for 
yesterday’s Budget. Govern- 


‘The Budget is largely 
wheeze-free, and it’s tougher 
than we expected’ 


Treasury experts came to up- 
date their forecast for the cur- 
rent and future financial years 
in the summer, with no idea 
why tax revenues had been 
surprisingly low. they sensibly 
erred on the side of caution. 

The summer forecast pre- 
dicted a PSBR of £26.9bn in 
1996/97 and £23.1bn in 1997/98. 


ment spending has been run- 
ning ahead of plan but its 
income has been growing at a 
far more buoyant rate than ex- 
pected. 

Mr Darke has therefore 
been able to readjust his pro- 
jections for government bor- 
rowing bad; a bit towards those 
set out in last years Budget. He 


PSBR: Budget forecasts 
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ECONOMIC FORECASTS 


u if* Little Red Book gives lie 
--5to to Chancellor’s optimism 


A CABLE & WIRELESS COMPANY 


Debt interest £25bn 
Defence E22bn 

— Education £38bn 


— Health & personal 
social services £S3tm 

Housing, heritage & 
— environment £l5fan 

— Law & order £17bn 


is now predicting that the 
PSBR wfl] be £263hn this year 
falling to £1 9bn next year. 1 1 will 
hit a surplus by 2000^11 -a hap- 
py event postponed by a year 
for the second year running. 

_ The biggest query over yes- 
terday’s happy arithmetic will 
turn out to be whether the Gov- 
ernment can stick to its spend- 
ing plans. The short-term doubt 
is me repeatedly proven diffi- 
culty of controlling depart- 
mental spending in the year 
""before an election. The signs 
are not good. So far this fi- 
nancial year, central govern- 
ment spending has been 
growing at an annual rate of 
about 4 per cent rather than the 
1.8 per cent pencilled in by the 
Treasury. 

But there are longer term is- 
sues in the public finances too. 
The national debt has dou- 
bled under the Major govern- 
ment because tax cuts over the 
years have been more generous 
than warranted by the growth 
in government spending. Tech- 
nically, the government is bank- 
rupt In the circumstances, and 
at this stage in the economic cy- 
cle, it ought to be aiming for 
much lower borrowing figures , 
and for a surplus of revenue 
over spending within a couple 
of years. 

The arithmetic therefore 
does not add up much beyond ; 
the horizon of the election. It 
will fall to future Chancellors I 
to deliver unhappy Budgets in i 
future. 


A. M ERCURY 


Yvette Cooper • 

The Diancellor's economic 
forecasts paint a cheerful pic- 
ture of short-term prospects for 
the British economy. According 
to the Budget figures,1he econ- 
omy will grow faster next year 
than previously predicted, while 
inflation mil meet the Govern- 
ment’s target. 

But it remains unclear 
whether the Chancellor has 
done enough in his Budget to 
justify his. optimism on inflation . 
over the medium term and to 
avoid problems emerging in 
the economy in future. 

" Officials have revised, the 
growth forecast for next year 
slightly upwards since the Sum- 
mer Economic Forecast only 
five months ago. Tbe Treasury 
is now predicting 37: per cent . 
growth next year, rather than 37, 
per cent, a figure which lies cam- 
fortably in the middle of .the 
range of independent forecasts. 

After higher than expected 
inflation last month, the Trea- 
sury has increased its inflation 
forecasts for next year by a quar- 
ter point to Z5 percent But the 
Chancellor claimed with confi- 
dence that inflation would meet' 
the Government's target of 25 
per cent or “below, by the end 
of-this Parliament ana well into 
1998 as well,. • •• 

These headline forecasts for ■ 
the next year contain ho.sur- 
p rises, ana most economists re- . 
gard them as plausible. However, 
the Qtanceflor’s optimism about 
the long-term prospects for the 1 , 
economy, particularly about for--, 
flation, was greeted with caution. 

. and scepticism fo the City. Mike 


GDP growth 


Dicks. Chief Economist at 
Lehman Brothers, said: “We 
can't see inflation dropping down 

below 25 per cent neat year or 
the year after." 

Disagreement between the 
Chancellor and the Governor 
over the outlook for inflation 
looks set to continue. In contrast 
to the. Red Book, the Bank of. 
England's last inflation report 


expected to be the engine of 
economic growth this year, ris- 
ing by 4-25 per cent according 
to Treasury estimates. 

As Neil MacKinnon of 
Citibank pointed out, “The re- 
covery has been rather unbal- 
anced." Growth that relies 
predominantly on rising con- 
sumer demand rather than in- 
vestment or rising exports, risks 


The money sloshing round the 
economy continues to expand fester 
than levels in government targets 


stated that: “Achievement of the" 
inflation target remains elusive.” 

Even within the. Chancel- 
lor's Red Book there, is evidence 
of potential .inflationary pres- 
sures. The amount of matiey 
sloshing round the economy 
(measured fry M0 and by M4) 
continues to expand faster t h a n 
the levels set in government tar- 
gets. Meanwhile consumer ex- 
penditure ' is once more 


becoming inflationary if the 
economy can’t satisfy rising de- 
mand.. *. 

The Treasury is ebullient in 
its forecast for investment next 
year,, claiming that business in- 
vestment will rise by lOper cent. 
However, that forecast indudes 
£7bn worth of projects under 
the Private Finance Initiative, 
public-sector investment is set 
to fall by more than 10 per cent, 


leaving whole economy invest- 
ment at only 6.25 per cent. 

If any of the PFI projects are 
delayed or do not materialise, 
overall levels of investment may 
not live up to forecasts. More- 
over, pitedKting investment is no- 
toriously difficult, as the Treasury 
and everyone else have been 
wrongly anticipating a pick-up in 
investment for many years now. 
Without adequate investment 
to boost capacity, inflationary 
pressures are likely to build. 

One outlet for those infla- 
tionary pressures could be a 
widening trade gap. 

Fiscal policy won’t have a 
huge impact on the Govern- 
ment’s ability to meet its infla- 
tion target Mr Clarke said he 
was tightening fiscal policy to 
avoid excessive monetary tight- 
ening in future. However, the fis- 
cal tighte nin g is marginal. 
Borrowing in 1997 will be high- 
er at £19bn than Iasi year’s 
Burfoet forecast for 1997 bor- 
rowing of £15bn. Some in the 
City fear that without far more 
drastic action on taxes, interest 
rates must rise in the new year. 
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‘This virtuous Budget will 


n^K^^dhightigfMofthe 
UtanceOor’s speech yesterday. 

M* Deputy Speaker, the British 
ecoqonw a today prosperous and 
J 10 *®™- "Diis Budget wfl] make 
v; ev ®°. More prosperous and an 
even bigger success. 

When I presented my Aral Bud- 
getm 1993, it was against a very dif- 
ter ™ 1 background from today. 
Although the recoveiy had begun, 
consumer confidence had not yet re- 
turned. Growth was not yet firmly 
established. Further firm action 
was needed on the public finances, 
and our critics were peddling doom 
and gloom. 

The recovery is now in its fifth 
year. Consumer confidence has re- 
turned and we are achieving some- 
thing unprecedented for a 
generation - growth with low in- 
flation and without a widening 
trade gap. But one thin g has not 
changed: our critics still peddle 
doom and gloom. 

In my first two Budgets I curbed 
the growth of public spending and 
took firm decisions on tax, which 
have brought borrowing down by al- 
most half since 1993. 

Last year, in my third Budget, I 
was able to return to cutting lax 
while spending more on the public 
services which people care about 
most - health, schools and the po- 
lice - and keeping borrowing on a 
firm downward path. 

This year, I am presenting a 
Budget which builds on my last 
three. It reduces public spending 
plans further, while providing more 
money for priority services. It makes 
responsible progress on our tax cut- 



ting agenda, while getting borrow- 
ing down faster. 

This is not a reckless Budget on 
tax or spending. In the run up to 
Christmas 1 am not going to play 
Santa Claus, but this year I do not 
have to play Scrooge either. 

1 have one overriding aim - the 
Usiing health of the British econ- 
omy. We are securing that by cre- 
ating the best conditions for British 
businesses and British men and 
women to cam a living. All my Bud- 
gets and all my policies have been 
designed to set this country on 
course to be the strongest industrial 
economy in Western Europe. 

The Economy 

The British economy is in its fifth 
successive year of steady, healthy 
economic growth, with falling un- 
employment and low* inflation. 
These are the best circumstances we 
have faced for a generation. This is 
a Rolls Royce recovery - built to last. 

The IN1F and the OECD expect 
the UK to be the fastest growing 
major European economy again 
next year. 

By* next year we will have grown 
faster than either France or Ger- 
many for five years in succession for 
the first time in half a century. 

This time - unlike so many pre- 
vious recoveries - healthy growth 
has been accompanied by the best 
inflation performance for nearly 50 
wars. And restrained growth of 
earnings has been good for jobs. 

The British labour market has be- 
come our flexible friend. Employ- 
ment began to rise sooner and 
unemployment began to fall soon- 
er than m the previous recovery. 
Growth creates jobs quicker in a 
flexible labour market. 

The OECD have praised us for 
having one of the least regulated 
labour markets in the industri- 
alised world. High social over- 
heads. minimum wages and 
unnecessary legislation do not pro- 
tect workers - they cost jobs. Un- 
emplovmenl is still rising in France 
and Germany. It has fallen sharply 
here, to its lowest lewis fiw ov er five 
and a half. 

In the bad old days recoveries 
were derailed bv balance of pay- 
ments crises. In 'this recoveiy. the 
current account has actually im- 
proved. despite the slowdown m our 
main European markets. In fact we 
now have a current account broad- 
ly in balance - our best overall trad- 
ing performance for nearly HI wars. 

Frnnomic Policy 

I want to ask the British people: in 
the vears ahead do we seriously 
want to be prosperous? 1 think wy 
do If so. wc need an economic pol- 
icv’aimcd at the next five years, not 
jus at the next fivy months. Vjc want 
in economic policy that wifi jo on 
delivering our enviable combination 
p f rising prosperity, low inflation and 
more jobs. That is my purpose m 
this Budget, 

This Budget secures a prosper- 
ous future for all sections of our 
people and iheir fatmlies. lt b a 
Budget not just for rodavhut lor u.; 
morrow- This is a sensible Budgei 
for growing prosperity- 


I expect the British economy to 
grow by 25 per cent this year and 
3-5 per cent next year - and there 
are few serious commentators who 
will disagree with that. 

By keeping a close eye on the 
prospects for inflation up to two 
vears out, and by taking sensible ear- 
ly action if and when necessary, I 
intend to ensure that healthy 
growth continues without infla- 
tionary pressures emerging. That is 
what 1 nave always promised - no 
return to boom and bust. 

Consumer 


I expect consumers' expenditure to 
continue to be the main engine of 
growth next year. The real value of 
take home pay is growing strongly. 

The housing market recovery is 
firmly established. I hope that neg- 
ative equity can soon be consigned 
to the economic history books. 

1 expect consumer spending to 
grow by 3 per cent in 1996 as a 
whole. But it has been strengthen- 
ing through the year. I expect 
stronger growth to continue, with 
consumers' expenditure rising by 
over 4 per cent next year. 

Investment 

But this recovery is not just about 
a more confident consumer. Busi- 
nesses are optimistic too. The cli- 
mate for business is excellent; strong 
demand at home and a recovery in 
our key export markets present 
British industry and commerce with 
tremendous opportunities. 

Interest rates and tax rates re- 
main low and profitability is high. 
The result has been business in- 
vestment growth of 6 per cent so far 
this year. I expect business invest- 
ment to continue to grow strongly, 
by almost 10 per cent next year. 

These excellent conditions for 
business are not lost on overseas 
companies looking to invest for the 
future. The United Kingdom re- 
mains the number one destination 
for inward investment into the Eu- 
ropean Union. Keeping our enter- 
prise economy on course at the heart 
of Europe wifi keep us in pole po- 
sition. 


Exports 


Exports have grown by almost 20 
per cent over the last two years - 
an impressive performance in the 
face of weak demand in our key Eu- 
ropean markets. This achievement 
is down to our strong cost-conscious 
British exporters. They will bene- 
fit further next year as the tentative 
recovery on the continent becomes 
more established. I expect export 
volumes to rise by over 7 per cent 
this year and 6 percent next year. 

I expect the current account to re- 
main broadly in balance. 



Financial case: Kenneth Clarice in Downing Street yesterday 


Jobs 


Our thriving economy is creating 
jobs. Employment has risen by 
over three quarters of a million since 
the recovery began. Unemploy- 
ment has fallen by almost a million 
from its peak. U will soon drop 
through the 2 million mark. I want 
it to go on falling and I expect it to 
go on falling. 


Inflation 


We are on course to get underlying 
inflation down to our target of 2.5 
per cent or less and to keep it there. 
In October, underlying inflation rose 
slightly, to just over 3 percent. This 
should not haw surprised anybody 


ducing public-sector borrowing, 
but not as fast as I expected. The 
Budget therefore targets public-sec- 
tor borrowing. One reason why I 
continue to concentrate so heavily 
on public-sector borrowing in set- 
ting policy is because money spent 
paying the interest on our debi 
would be better spent on public ser- 
vices and to reduce taxes. We are 
making good progress on bringing 
down borrowing, but lower than ex- 
pected tax revenues mean that it bus 
not fallen as fast as I expected. 

The causes of these shortfalls in 
our forecasts of tax revenue, pri- 
marily on VAT. but also on direct 
taxes, cannot wholly be explained 
by an>’ experts inside or outside the 
revenue departments. But there 
does seem to he an increasing ten- 
dency to exploit loopholes and use 
special reliefs in an artificial way to 
reduce Lax bills. Those sort of lux 
cuts are unacceptable. If the}’ are 



who looked at last year's statistics. 
It is a temporary and inevitable re- 
flection of the exceptional falls in 
the price level 12 months before. 

Let me give you my concrete rea- 
sons for being so confident about 
low inflation. Apart from oil prices, 
which have risen sharply, com- 
modity prices are aeady and arc not 
putting upward pressure on infla- 
tion. Earnings growth remains sen- 
sible and modest. Producer price 
inflation - a good indicator of what 
is in the pipeline lor retail price in- 
flation - is at its lowest levels since 
the 1960s. 

Any risk to this recovery from in- 
flationary pressures re-emerging 
remains a good way off. But as I 
have demonstrated again and again, 
when I see any risks. 1 will act, I will 
continue to stay ahead of the game 
on monetary policy. Eddie will 
keep me steady and I will contin- 
ue to be canny, f expeci underlying 
inflation to meet our target of 25 
per cent or less. 

Public-Sector 

Borrowing 

We have made good progress in re* 


not tackled every year in the Bud- 
get, they mean that a few people pay’ 
less tax. but the rest pay more. 

In this Budgei I will propose a 
number of measures to stem tax 
leakage, to protect the ordinary tax 
payer and make sure we get the 
right tax from the right people. 
When I reduce tax 1 want to do so 
in a way that is fair for businesses 
and fair for the hard-working 
British man and woman. 

Government borrowing has been 
steadily coming down for three 
years. This Budget will ensure gov- 
ernment borrowing keeps coming 
down. 1 expect the PSBR to be 
£2h.5bn this year. That will mean 
it has halved as a shore of GDP over 
the past three years, i expect it to 
come down to £I9bn next year and 
to be in balance by 1999-2000, 

Thai pattern of declining bor- 
rowing is very much belter than the 
one I had to put in my Summer Eco- 
nomic Forecast last July - £4bn bet- 
ter next year. A large pan of that 
improvement is the result of the mea- 
sures I am taking in this Budget. 

This Budget tightens fiscal poli- 
cy. 1 am tightening fiscal policy now 
to reduce the risk of having to tight- 
en monetary policy excessively as I 


sei policy to hit my inflation target. 

My decisions are always taken 
solely in British interests to bene- 
fit the British economy. But my de- 
cisions in this Budget also mean 
lhaL by happy coincidence, we will 
meet *lhe Maastricht debi and 
deficit criteria in 1997. and we will 
do even better than that in the medi- 
um term. It is a happy coincidence 
because those criteria make sound 
economic sense, with or without a 
single currency. Our option whether 
to join or stay out of a single cur- 
rency. based on British national in- 
terest. remains u genuine choice for 
the next Parliament to exercise, 
when the time comes. 

This government is the champi- 
on of sou nd public finances, of lim- 
ited government and of low taxation. 
Our combi nation of low taxation, 
low public spending and low debt is 
the best in Europe. We intend to stay 
in that enviable position. Wfc can 
only do this if we continue to bear 
down on public spending. 

Public Spending 

In the 1980s. across the rest of 
Europe, the modern state re- 
morselessly took an ever greater 
share of almost every nation's 
wealth. We in Britairrhcld the line. 
The proportion of GDP going into 
government spending in the UK is 
now 8 per cent lower than the av- 
erage in the rest of the European 
Union. If our spending had'risen to 
their levels wc would now have to 
raise nearly £2.300 a year more in 
tax from every British household. 

I have set a’ target of 40 per cent 
or below for the share of national 
income that goes on public spend- 
ing, Making progress towards this 
target means tough decisions on 
public spending every year. But this 
year we have had to cope with the 
costs of BSE and larger than ex- 
pected increases in the costs of so- 
cial security. 

Against this background, we had 
to keep the rest of public spending 
within the tightest possible limits, 
in order for us to spend more on the 
public services people really care 
about - education, combating crime 
and chi our National Health Service. 

Despite all the difficulties, we 
have been able to reduce public 
spending plans over the next three 
years by a further £7bn in this Bud- 
get. Public spending next year will 
be over £24bn lower than was pro- 
jected when I became Chancellor 
- a reduction of 7 per cent. 

Wc have been able to reduce 
spending plans because wc have low- 
er inflation, falling unemployment, 
a continuing campaign for efficien- 
cy in the public sector and sensible 
policy priorities. On top of that, the 
Government's drive against fraud 
and abuse of tax and benefits will be 
stepped up another gear. 
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Next year we are going to meet 
our target of 40 per cent for the 
share of national income that goes 
on public spending. In last year's 
Budget I said I would make 40 per 
cent in 1997-98. Thisyear's Budget 
secures that important goal So long 
as we keep the growth in public 
spending down below the growth in 
tne economy, we will go below that 

Education 

Education is the key to the future 
of any prosperous and civilised so- 
ciety. It helps to determine how well 
the economy performs in the long 
run. It also helps to determine the 
sort of citizens we are and the sort 
of society we have. This Govern- 
ment is committed to raising stan- 
dards in education. 

As a result of last year’s Budget 
£S78m extra was provided for 
schools this year. Wr are giving 


£2S0m to boost further and higher 
education over the next two years. 

As the Secretary of State for Ed- 
ucation [Gillian Shephard] an- 
nounced in September, the 
Government is planning a sub- 
stantial sale of student loans debt. 

It makes no sense for the Gov- 
ernment to keep a huge portfolio 
of loans on its books when the pri- 
vate sector could manage it more 
effectively and is better placed to 

cope with the risk. The sale will have 
no effect on the terms on which stu- 
dents can get loans. We will actual- 
ly spend more on the things that 
really matter - educating our chil- 
dren and young people. 

Law and Order 

This Government believes that ef- 
fective law and order is an essen- 
tial part of making Britain a nation 
at ease with itself. A good quality 
police service and an effective sys- 
tem of criminal justice, are high on 
the list of government priorities. 

Spending on law and order has 
already doubled in real terms since 
1979. Provision for combating crime 
- police and prisons - will now rise 
by another £450m next year. Our 
plans provide for 2,000 more police 
constables by the end of next year. 
We are well on course to meet the 
Prime Minister’s pledge for 5,000 
more constables. 

Health 

Our National Health Service, with 
treatment free at the point of de- 
livery, is the envy of the world. 

In every modem, civilised soci- 
ety the demand for better health 
care, for new techniques to save lives 
and improve our quality of life 
grows constantly. This government 
completely understands that That 
is why we have increased spending 
by some 75 per cent in real terms 
since 1979. That is why the Prime 
Minister has pledged more re- 
sources for the NHS in real terms 
every year, throughout the next Par- 
liament 

We are also spending that mon- 
ey better. We have reformed the 
NHS so it is better managed and 
much more efficient When waste 
is reduced, more can be directed to 
higher quality patient care. 

For next year, we will increase 
current spending on patient services 
by £1.6bn, or Z 9 per cent in real 
terms. The real increase in current 
spending for hospitals next year over 
and above inflation will be 3 per 
cent On lop of this. Private Finance 
Initiative investment win play an in- 
creasingly important role in' pro- 
viding new healthcare facilities. PFI 
investment in the NHS will reach 
some £900m over the next three 
years on top of the increased pub- 
lic spending 1 am announcing. 

The NHS will continue to grow 
and continue to improve. We are to- 
tally committed to the NHS as a 
public service providing high qual- 
ity up-to-date treatment free at the 
point of delivery. 

The NHS has been safe in our 
hands, it is safe in our hands and it 
will always be safe in our bands. 

Other Areas 

This year’s spending round was as 
tight as any I can remember, eye- 
wateringly tight, but we never lost 
sight of our objective which is to sus- 
tain and improve the key public ser- 
vices that the public care about' 
education, combating crime and our 
National Health Service. In part we 
have achieved that by increasing ef- 
ficiency within the priority services 
but inevitably we have also bad to 



schools priority again in this Bud- 
get Planned expenditure on schools 
will rise by another £830m next year. 
A large proportion of this money 
- £633m - will be channelled 
through the local authorities. 

A good school has a value far and 
beyond its buildings. But the qual- 
ity of school buildings in which our 
children are taught is still very im- 
portant We will 6e providing an ex- 
tra £50m on top of the previously 
planned provision for more capital 
investment to improve the fabric of 
our schools. 

By setting high standards for 
schools and increasing choice for 
parents, this government is deliv- 
ering better trained and better 
qualified young people. Almost 
one in three voung people now go 
on to university, compared with one 
in eight in 1979. And our universi- 
ties and colleges maintain some of 
the highest standards in the world 
despite the pressure on their unit 
costs that this unprecedented ex- 
plosion of opportunity for young 
people has produced. 

But I recognise this pressure 
and I also realise that our univer- 
sities and colleges make an impor- 
tant contribution to the economy. 
My Budget therefore includes 


find savings in other programmes. 

We are continuing our remorse- 
less squeeze on the costs of bu- 
reaucracy. And we have looked in 
every department for ways of 
achieving our objectives more eco- 
nomically. With efficiency savings, 
most departments will be able to de- 
liver their programmes next year, 
but with less money in real terms. 

Private Finance 
Initiative 

People pay their taxes in order to 
get good quality public services, not 
to accumulate state-owned build- 
ings- This simple truth has led to the 
development of the Private Fi- 
nance Initiative. 

The PFI helps to square the cir- 
cle of sound public finances and 
growing demand for better and 
more modem public services by tap- 
ping the expertise and the re- 
sources of the private sector. 

A year ago we had agreed £1 5bo 
worth of deals - now we have 
agreed £7bn, and we are on course 
to double that by March 1999. 
Time and again the taxpayer is get- 
ting better vilue for money, through 
new road schemes, new prison ser- 


vices, and Information Technology 
projects. And reforms to J 

eminent rules are bringing the PH 
intonew areas - notably school 
London is currently e^eni.nang 
a transport investment boom umler 
the PFfc! the Channel TunncIRaJ 
T jp lr, Tharaeslmk 2U00, the Dock- 
lands Light Railway extension, and 
the A40 and A13 improvements. 
This is in addition to conventional 
public and private capital 
bn the Jubilee Line extension, the 
t , .< and the new 


Heathrow I 
A12-M11 Hi 
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iress and the new 
cney Link. 


Social Security 

One third of all public spending 
goes on social security. Our social 
security system is there to provide 
an income when people cannot cam 
because of sickness, disability, un- 
employment, caring for relatives or 
old age. People on the left and nghl 
of politics continue to search for a 
radically different and better way of 
meeting these needs in our wealthy 



nation. 

I have studied many of their pro- 
posals and so far, I am afraid, no- 
body has yet come up with anything 
remotely sensible or practicable. 

Until they come up with a radi- 
cal alternative, if they ever do. our 
welfare safety net must remain af- 
fordable. It must not be allowed to 
damage the incentives of individu- 
als or businesses in the private sec- 
tor, because it is the wealth-creating 
enterprise economy that sustains 
our social security system. 

In the post-war period, social se- 
curity has grown in real terms by 
around 5 per cent a year. In recent 
Budgets we have taken action to 
bring that growth under control. We 
now expect future growth of 1.5 per 
cent a year -well below the growth 
of the economy. 

Year after year, this government 


them on those in genuine need. Tne 
measures I now propose in this Bud- 
get intensify these efforts yet again. 

We plan a further move to align 
the benefits paid to lone parents and 
couples with children. From April 
1998, new awards of Family Pre- 
mium and Child Benefit will be the 
same for lone parents and couples. 
And we are introducing a number 
of measures on housing benefit and 
council tax benefit to ensure that 
those on benefits do not have a 
more comfortable lifestyle than 
those who are supporting them- 
selves on modest incomes. That 
would be unfair and unwise. 

In my Budget two years ago, I an- 
nounced a whole package of mea- 
sures to help the unemployed get 
back to work - from improvements 
to the Family Credit System to Na- 
tional Insurance holidays for em- 
ployers taking on long-term 
unemployed people. 

In this Budget I am providing an- 
other £100m of new money, main- 
ly targeted on people who have been 
unemployed for two years or more. 
They will be required to attend a 
compulsory programme of inter- 
views with the employment service 
to give them a helping hand to com- 
pete in our ever improving market 
for jobs. We are expan ding Project 
Work pilots to a further 28 areas. 
This will create up to 100,000 new 
opportunities, on a programme with 
a good track record for getting 
long-term unemployed back to work. 

I can also announce pilots for a 
new scheme called “Contract for 
Work". Private contractors will 
help people to find work. These 
firms will be paid by results. De- 
pendency impoverishes us all. The 
welfare system should provide a 
safety net But the system must nev- 
er become a way of life. We do not 
want our social security tystem to 
be undermined by resentment 

Spend to Save 

As part of our con tinuing fight 
against tax and benefit fraud and tax 
loopholes, I am introducing a pack- 
age of measures called “Spend to 
Save .This involves spending mod- 
est amounts of money - carefully 
targeted - to save much more mon- 
ey, and to raise revenue. 

There will be more money next 
year to clamp down on benefit fraud, 
inland Revenue tax experts will be 
redeployed to investigate even more 
rigorously how some big, sophisti- 
rated companies seem to pay so h't- 
?****■ There win be more resources 

»n the Revenue and Customs to stem 

foe growth of the shadow economy 
lax cheats put law-abiding small en- 
trepreneurs out of business. We all 
lose from that. 

mo f e Customs and 

tsase Officers to taclde VAT and oth- 
er tax abuse, mdnftm® tiu !■ . 
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“Spend to Save" protects the ordi- 
lr nary taxpayer and the people in gen- 

* uine need of benefits. It is not about 

l more bureaucracy or more red 

L tape. We remain a government 

i committed to deregulation: And 

i committed to a more efficient dv- 

i il service. 

We have cut overall central gov- 
j eminent departments’ running 

costs by S per cent in real terms 
since the start of this Farfiament and 
we are going to reduce them by a 
further 7 percent by the end of the 
i . decade. Civil service numbers are 
afreacty below half a minion, and we - 
; expect this fall to continue. 

Taxation 

The first duty of government is to 
make sure that people can live their 
lives as they want and that busi- 
nesses can nourish. People must 
haws the opportunity of a good qual- 
ity job to go to, a good standard of 
living, good schools and hospitals 
and safe streets to live in. Only when 
those essentials are secure, and only 
when the Government has made 
sure that it is not borrowing more 
than it should, can a government 
think about tax cuts. 

Last year, 1 cut taxes paid by the 
ordinary family and this year r am 
able to cut a little more. 1 think that 
the message I have repeated over 
recent months has now been un- 
derstood. If there are to be tax cuts, 
they must be for keeps. They must 
,t\ be backed not only by sound spend- 
Lj ing decisions but also by a sound fis- 
W cai judgement 

Consumer spending is strong 
and inflation rem ains in check. 
But a fiscal stimulus to the econo- 
my at this stage could be just as 
damaging as letting go of monetary 
policy. So, in setting my Budget, I 
have struck a careful balance. 

1 want to cut taxes, but first I have 
to continue my drive to secure the 
tax yield I have to make sure that 
tax due is turned into tax paid The 
balance of the tax burden must be 
distributed sensibly and fairly and 
it must not distort decisions or com- 
petition. 

I am introducing a number of 
measures which will help us to 
achieve this. I am plugging some 
loopholes, ending some tax reliefs 
that have done their job and ad- 
justing some indirect tax rates. 

Even though VAT revenues have 
revived in recent months, they are 
still coming in significantly below 
what was expected last year. This ... 
Budget includes a crackdown on 
some of the dever wheezes that 
have sprung up to get around pay- 
ing VAE These measures will raise 
£T50m in revenue nest year, but they 
also protect a further £l-5bn a . 
_ year of existing revenue from fur- 

Mffit-Related 


The tax relief this government in- 
troduced in 1987 to promote prof- 
it-related pay schemes has been a 
success. It has played a key role in 


beliefs that employees’ rewards 
should depend on the success of the 
business for which they work. 

The best way for businesses to 
motivate their staff is to let them 
share in the rewards of success. I am 
delighted rbat tax reliefs have 
helped to get this idea accepted so 
widely. 

The tax relief on profit-related 
pay was always intended to be a 



gradually, to ensure that business- 
es who need to adjust.their pay' 
packages and their sharing of the: 
rewards of success have ample time 

to do so. - • : .... •; 

The upper-fimit of pay attracting - 
the relief will remain unchanged at 
£4,000 until 1998Lshd no one will 
be affected before then. It will 
then be progressively reduced un- 
til the year 2000, whoa the relief will 
be withdrawn altogether. 

Capital allowances for long-life 
assets investment is vital to our re- 
covery and .business investment is 
now growing strongly. The tax sys- 
tem recognises investment through 
capital allowances. These allow the 
cost of investment to be written off 
against tax bills, frequently faster 
than it is writt en off in ccvmo ercia] 
accounts. 

For plant and machinery with a 
kH 2 gltfespan,therateatwhichcosts 
can be written off for tax is far more 

vestment and bears no reJation to’ 
the useful economic life of the as- 
set This is an unjustifiable distor- 
tion in the tax system. 

I propose changing the capital al- 
lowance for plant and machinery 
with a life of more than 25 years to 
6 per cent on a reducing balance ba- ' 
sis. This will spread the tax relief 
more evenly over the average fife; 
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pump-priming measure. As Nigel 
Lawson said 1986:. “There is con- 
siderable inertia to overcome, so it 
might make sense to offer some' 
temporazy measure of tax relief." 
Profit-related pay is now firmly es- 
tablished as pari of British busi- 
nesses' pay policy. Over 3.7 million 
people are in schemes. T&n years on, 
the tax incentive has successfully 
served its pump-priming purpose. 

1 can no longer justify the in- 
creasing cost of the tax relief to the 
22 million taxpayers who are not in-, 
profit-related pay schemes; We 
cannot permanently divide the 
workforce into groups who pay 
different levels of tax on the same - 
earnings depending on whether, 
the firm they work for is in a 
schemeornot. . 

Tbe goal of widespread use of 
PRP has been achieved and 1 would ■ 
rather make faster progress on. 

4. tower taxes for everybody. 

•f Good managers do not need a tax . 

relief any more to know that pay 
should be linked to their firm s per- 
formance.- Pay linked to profits. 

produces it own rewards cm mejbot- 

tom line.in a thrivmg.economy-. 

It is therefore time Jar the Gov- 
ernment to. start to withdraw this 
spedal.tax relict I intend-to do thE; 


than £100,000 a war on such assets 
wfl] be exempt. The will mean that 
the vast majority of small compa- 
nies will not be affected. Ships and 
railways will also be exempt 
2 also propose to withdraw the 
100 per cent corporation tax de- 
duction for the intangible costs of 
drilling most production oQ wells. 

Other Changes 

This government recognises that tow 
marginal tax rates on income are a 
spur to hard work mid enterprise. 
Taxes on spending do less damage 
to effort, and enterprise than taxes 
on income. But the balance of the 
taxes on spending must be right. 
And 1 am making some changes to 
■ taxes which help to move towards 
a better balance for the tax system 
as a whole. .. . 

Insurance 

Premiums 

I propose to increase insurance .pre- 
mium tax, which applies to most 
general, insurance, to 4 per cent 
- Three-quarters of all insurance -in- 
duding Hfeqnd other long-term iin 
surance - will Temam. exempt. . . 
Insurance remains undertaxed for 
consumers compared with otherser- 
vices in this country. The. intro- 
duction of the tax did not harm the 
healthy insurance industry that we 
have. Most companies ataswbed tbe 
tax and somepremia actually fell for 
a time. Even after this farther 
modest change, the overall rate of 
insurance premium tax in tbe UK 
remains very low- lower than in al- 
most any other European Union 
country. 

Air Passenger 
Duty 

Air travel has also been undertaxed 
because it has proved difficult to get 
international agreement to. tax its. 
fiieLThe rates of air passenger duty . 
are to be increased. The £5 rate on 
flights to most. European coun- 
tries will be increased to £10, and 
the £10 rate on flights to the rest of 
the world wiD be increased to £20. ' 
These increases will not come into 
effect until November 1997, to give 
tour operators time to reflect these 
new rates in the prices they publish 
in their holiday brochures. 

Business travel is soaring and the 
holiday business is booming al the- 
me ment in prosperous Britain and 
this modest change will not stop it 
boanriqgin future prosperous years. . 
■About 40 per cent of the revenue 
raised tythis tax is bome by over- . 
seas visitors.. . ' ' ’ - 

Vehicle Excise 
Duties 

I am making the same changes to 
the main Vehicle Excise Duties this 
year as I did last year. Tbe cost of 
a car tax disc will go up by 
5, around the rate of inflation. Tbe 
cost of a forty tax disc will be 
frozen for the seventh year in a row. 


Road Fuel 
Duties 


1 firmly, believe that motorists 
should tear the full costs of driving- 
not only wear and .tear and con- 
gestion on the. roads, but also tbe 
wider environmental costs. Even 
thoseof u$ who frequently have to 
drive can take steps to cut fuel con- 
sumption and we all ought to con- 
sider carefully the use Of our.cars. 

I intend to stick to iny 1993 Bud- 
get commitment to raise road fuel 
duties try 1 *® average of at leasts per 
dent each year in real terms. In fine 
with this Tam raising the tax on all 

Iton^Spm tf VriglT L T^fi^ftij^rises 

will encourage fuel efficiency and 
he3j> control harmful pollution. . ' 



Consumer society: Customers In a London diner chew on weightier matters Photograph: Brian Harris 


I am gLad to say that pollution from 
vehicles is already coining down, 
helped by tax measures in previous 
Budgets. The tax measures taken to 
encourage unleaded petrol were a 
huge success. It now accounts for 
two-thirds of the petrol.maiket I 
want to go further m this Budget to 
attack pollution in cities ana im- 
prove air quality by effective steps 
to reduce particulate emissions - the 
smoke produced by diesel engines. 

In recent years, new evidence has 
come to light strengthening the 
health arguments for reducing par- 
ticulates. This pollution is being re- 
duced, but we all want to see it being 
reduced further and faster. 

Ultra-low sulphur diesel is clean- 
er than anfimuy diesel, but is slight- 
ly more expensive to produce. I want 
to create the conditions where ul- 
tra-low diesel can cost the same at 
tbe pump as ordinary diesel. I have 

just said that I am increasing the lax 
on diesel by the same amount as 
petrol I plan to reduce the duty on 
ultra-low sulphur diesel by 1 pence 
per litre relative to ordinary diesel, 
when I get the necessary interna- 
tional agreement. 

‘ I also want to encourage high- 
mileage vehicles in our towns and 
cities to switch to cleaner gas pow- 
er. Last year’s Budget changes 
broadly equalised the pump prices 


tothe rate of inflation. Hand-rolling 
tobacco is proving to be by far the 
easiest tobacco product to smuggle; 
although it represents a very small 
part of the tobacco market. 


Alcohol 


I am reducing the duty on road fuel 
gases by. a further 25 per cent. 

I also intend to reduce Vehicle 
Exrise Duty by up to £500 for lor- 
ries meeting vety stringent emissions 
standards from early 1998. This win 
give an incentive for lorry owners 
to fit particulate traps or to convert 
to gas power. We will be consulting 
on the practical details. 

I believe that this “air quality 


Air Qualil 


particulates, helping us to meet our 
air quality targets for 2005 and be- 
yond. We mtendto ensure that eco- 
nomic growth in this country is 
' consistent with a healthy environ- 
ment and sustainable development. 

Tobacco Duties 

In my 1993 Budget,. I gave a com- 
mitment to raise duty on tobacco 
by more than inflation each year. I 
believe this is a fiur and effective way 
to hammer home the message that 
smoking can seriously damage your 
health. So far I am concerned, this 
is necessary masochism in the wider 
public interest 

. Rom 6pm this evening, the tax 
cm a packet of 20 ti^rcueg will in- 
crease by about J5 pence, on a pack- 
et of small ci ga rs by about 7 pence 
and on a packet of pipe tobacco by 
about S pence. 

But I ain limiting the increase in 
the duty on band-rolfing tobacco 


1 am aware of the serious problem 
that cross-border shopping and 
smuggling of alcohol causes our 
drinks industry in Britain. I have al- 
ready announced that Co&oms are 
stepping up their efforts further to 
catch smugglers. 

Last year, I was able to freeze the 
duty rate on beer and wine. This 
year it wifl remain frozen. The 
proportion of tax on the price of a 
pint in the pub is now at its lowest 
level for 30 years. For some of us, 
that helps to keep our small cigars 
affordable. 

Last year's cut in the duty on spir- 
its was the first for 100 years. I was 
tempted to maintain a striking rate 
of once every 100 years. But I am 
sure the industry will be glad to 
know that they will not have to wait 
so long this time. 

From 6pm tonight the tax on 
whisky, gin and other spirits will fall 
by another 4 per cent, worth 26 
pence a bottle. 

The reduction in the rate on spir- 
its boosts an important industry in 
the UK. It will also reinforce last 
year's signal to overseas authorities 
not to discriminate against our 
products. Only smugglers will regret 
that we are slowly moving our duty 
of spirits nearer to the continental 
leveL 

From 1 January, the tax on al- 
coholic soft drinks will be increased 
by over 40 per cent, by between 7 
and 8 pence a bottle. This will help • 
meet public concern about the at- 
traction of these “alcopops” for un- 
der-age drinkers, and it will also 
attack a distortion of competition 
by bringing the tax broadly into line 
with beer. 


determined to keep that advantage 
over our continental competitors 
where the creation of new jobs is 
over-regulated and over-priced. 
Hris is another reason why I am con- 
fident that our unemployment wfl] 
keep falling. 

In this Budget, I propose to 
keep the three intermediate thresh- 
olds for employers’ National In- 
surance Contributions where they 
are now. I propose to increase -by 
£10 and £1 respectively- the upper 
and lower earnings thresholds for 
employers’ and employees Nation- 
al Insurance Contributions. 

In this Budget I also want to ad- 
dress a particular concern of our 
small businesses - the burden of 
non-domestic rates. 

The Uniform Business Rate is a 
fixed cost which can rise each year 



Business 


Nothing matters more for business 
than a stable economic environment 
- low interest rates and low infla- 
tion. Businesses throughout Britain 
are benefiting from the healthy 
sustainable growth in the economy 
that I have described today. 

As I promised in my last Budget, 
from April 1997 there will be a cut 
in the main rate of employers’ Na- 
tional Insurance Contributions, to 
10 per cent, paid for by the proceeds 
from the landfill tax. A tax on 
waste to cut a tax on jobs. This will 
benefit employers in Britain and 
make it cheaper to create new jobs 
in our growing economy. 

Our overheads on jobs are al- 
ready less than half those in Ger- 
many, France, or Italy. I am 


beyond the control of the manag- 
er of a small business. Since the last 
revaluation of business rates. I 
have repeatedly slowed down the in- 
crease of rates for those business- 
es whose rates have had to go up. 
No business property has seen its 
rates go up by more than 7-5 per 
cent above inflation in any one pear. 
But 1 want to do more than this. 

I have decided to freeze next 
year’s rales bill for all the small busi- 
nesses whose rales would have 
gone up. Small properties whose 
rates are falling will have those re- 
ductions accelerated. This will ben- 
efit over one million small business 
properties, by up to £130 a year. 

A freeze is an important step that 
I can make this year. We have al- 
ready reduced business rates for rur- 
al village shops. But 1 realise that 
the present system of business rates 
bears particularly hard on the small- 
er business for whom they represent 
a much bigger proportion of total 
costs. We must therefore move on 
as soon as possible to more changes 
in the system to recognise this and 
redistribute the burden more sen- 
sibly between smaller and larger 
businesses. 

Inheritance Tax 


news 


This government is oommined to re- 
ducing and then abolishing capital 
gams tax and inheritance tax. But we 
nave always said that we will cut 
these taxes onlv when we can afford 
to do so. This is a responsible Bud- 
gei which is protecting fixture growth 
and prosperity by putting the pub- 
lic finances into a healthier stale. 

'We will not be able to make 
progress on both these taxes this 
year. But I am pleased to announce 
that we can take a further signifi- 
cant step towards abolishing in- 
heritance tax. 

Inheritance tax is a penalty on 
thrift, independence and enter- 
prise. It is a growing anachronism. 
Lloyd George's maxim that “tbe 
most convenient time to tax the rich 
is when they are dead” no longer 
holds. It is largely paid by people 
of modest means who either can- 
not or simply do not make careful 
plans to avoid it. 

Last year, I made significant 
progress towards our commitment. 
In this Budget I will build on that 
by raising the value of tbe inheri- 
tance tax threshold to £215,000. 

That means, that in two years the 
Government will have raised the 
threshold for inheritance tax by 40 
per cent. 

Tax rewrite 

In last year's Budget speech 1 an- 
nounced a project to rewrite Inland 
Revenue tax legislation in plain Eng- 
lish. This project is as ambitious as 
translating the whole of liiir and 
Peace into lucid Swahili. In fact, it 
is more ambitious - War and Peace 
is only 1,500 pages long. Inland Rev- 
enue tax law is 6,000 pages. And we 
did not have a Tolstoy to write our 
taxation laws in the first place. We 
have consulted extensively on how 
the project should be carried out. 
and l am glad to say there is wide 
consensus. The Inland Revenue 
will publish the plans and arrange- 
ments shortly after the Budget. 

The aim is to prepare a series of 
rewrite Bills, the first of them to be 
ready for enactment in the 1997-9S 
session. My noble and learned 
frieud Lord Howe has produced a 
thorough and helpful report on how 
Parliament might .handle these 
Bills. We endorse his broad pro- 
posals, and invite the Procedure 
Committee to consider how the 
House is going to handle the Bills 
in a sensible fashion. Lord Howe has 
agreed to chair the steering com- 
mittee which will oversee the 
rewrite prqjecu 

The project will bring the bene- 
fits of clarity and certainty to busi- 
nesses and ordinary taxpayers. It has 
been widely welcomed and de- 
serves the continuing support it has 
enjoyed in all parts of the House. 

Income Tax 

Mr Deputy Speaker, this govern- 
ment has led Britain towards our 
clear goal of a low-tax economy 
where private enteiprise has the in- 
centive to generate jots, investment 
and wealth to make people and then- 
families more prosperous. We are 
moving towards a low-tax economy 
where individual living standards 
continue to rise and the Govern- 
ment can afford the excellent pub- 
lic services that people want. 

Lew direct taxes are the most ef- 
fective way to encourage enterprise 
and hard work. Under this gov- 
ernment those who do an honest 
day's work and those who take en- 
trepreneurial risk wflJ keep more of 
what they cam and save. 

This year, people have taken 
more heed of my speeches on the 
overriding priority of securing fu- 
ture prosperity and jobs and fi- 
nancing key public services. 
Sensible people already expert my 
cuts in direct taxation ro be mod- 
est. They know their well-being de- 
pends on lasting growth and more 
jobs and that living standards rise 
from a combination of steadily ris- 
ing incomes and steadily lowering 
taxes, lax cuts matter a lot to low- 
paid people and to men and women 
in ordinary jobs. I announced my in- 
come tax cuts last year as a return 
to our tax-cutting agenda and for 
tbe second year in succession. 1 am 
delivering an' instalment of that 
agenda. I'want to ensure that tax 
does not 5t art to be paid at all at too 
low a level of income and I want to 
improve work incentives. I propose 
first of all to raise the threshold be- 
low which no income tax is paid at 
all. In this Budget, 1 am making an 
increase in the basic personal al- 
lowance of £280. That is three and 
a half times more than necessary to 
cover the rate of inflation. It will also 
ensure that each and every person 
who pays any' income tax at all will 
get a direct benefit out of this 
Budget. 

I am also increasing the married 
couple’s and related allowances by 
£40, maintaining the extra tax al- 
lowance to all married couples. It 
will now be worth nearly £275 each 
year for married couples. The tax 
system does recognise marriage, 
contrary to popular belief. 

We also give a special tax al- 
lowance to blind people. This year 
I am increasing that by the rate of 
inflation. And I will put indexation 
of this allowance on to the same 
statu toty basis as for the other in- 
come tax allowances. 

1 also propose to raise the thresh- 
old above which people start to pay 
the 40 pence higher rate tax by £600. 

One of this government's most 
important pledges is that we wifi 


move to a basic rate of income tax 
of 20 pence as soon as we can. We 
are proving that we can move lo- 
wards the delivery of the promise 
and still deliver healthy public fi- 
nances. Every step we take makes 
it more and more credible. Every 
step that we take makes it more af- 
fordable to reach the ultimate goal 
which we ore getting lantalisingJy 
near to. As a further step towards 
that. I propose to widen the lower 
rate band of 20p» tax by £200, twice 
as much as required by indexation. 

This will mean that the slice of 
income on which a 20 pence lax rate 
is paid will have more than doubled 
during the lifetime of this Parlia- 
ment. More than one in four of all 
taxpayers now will only pay tax at 
20p in the pound. 

Mr Deputy Speaker, this Is the 
stage of my Budget speech where 
everyone is asking themselves - are 
the guesses of the newspapers 
right'.’ Am I indeed going to cut a 
penny off the basic rate of income 
tax? ’What the newspapers did not 
know was that my control of pub- 
lic spending and borrowing would 
have allowed me to take 2p off if I 
had chosen to. Bui 1 preferred in- 
stead to raise personal allowances 
and widen the 20p band for those 
at tbe bottom end of the scale. 

And yes, Mr Deputy Speaker, I 
am indeed also able to reduce the 
basic rate of income tax, by 1 pen- 
ny to 23 pence in the pound. 

The small companies rate of 
corporation tax will be reduced to 
23 per cent in line with this, help- 
ing 400.000 companies. The main 
rate of corporation tax of 33 pence 
is already lower than in any other 
major industrialised countty. 

Seventeen years of steady 
progress - so far - means that the 
basic rate of income tax is now a foil 
10 pence lower than the rate we in- 
herited in 1979. It is at its lowest 
rate for 60 years. Its lowest rate since 
Baldwin was Prime Minister, Ed- 
ward VTTI abdicated and Wally 
Hammond scored a double centu- 
ry at the Oval. 

" Another penny off the basic rate 
is a significant further step towards 
this Government's target of a 20 
pence basic rate of tax. For over 
7 million people - our promise of 
a 20 pence basic rate is already a re- 
ality. I am bringing other income tax- 
payers ever closer to that reality. 

Twenty pence is a realistic and at- 
tainable goal for the next Parlia- 
ment. We will not be content until 
we have completed the task of get- 
ting it down to 20 pence and cvety 
Budget I have presented has step 
by step shown how we are going to 
get there. 

Living 

Standards 

With increases in real earnings and 
the tax changes in this Budget, a 
family on average earnings will be 
another £370 better off next year 
over and above inflation. The same 
family will have over £1,100 more 
to spend each year after tax and in- 
flation than they did before tbe last 
election. In 1992, the background 
was one of a worldwide slowdown 
and a recovery in the United King- 
dom that had barely started. Now 
we are enjoying strong growth and 
r&ing living standards, and we are 
going to enjoy more of the same. 

In November 1993 I promised 
that I would put Britain firmly on 
course for a sustained period of ris- 
ing prosperity and failing unem- 
ployment, based on low inflation 
and healthy public finances. 

I have done what f clearly said I 
would have to do and I hove deliv- 
ered on those promises. 

The Government believes in al- 
lowing people to keep as much as 
possible of their own income so that 
they can make their own decisions. 

This Budget cuts public spend- 
ing next year by £2bn. and it gen- 
erates an extra £50Gm in revenue 
through "Spend to Save". It contains 
a balanced tax package - it includes 
tax cuts of £2 billion while it secures 
the tax base by £lbn. Thken together 
the effect of the Budget is to tight- 
en fiscal policy and so protect 
healthy lasting recovery. 

I am a man of the world, I realise 
vinue doesn’t always brings its own 
rewards. But this virtuous Budget 
win bring rich rewards. The rewards 
of economic success to the hard 
working men and women of this 
countty. Never forget, good eco- 
nomics is good politics. This is not 
a Budget just for the next few 
months. It is a Budget for many 
prosperous years to come. It is a 
Budget that this government will 
build upon again in 12 month's time. 

I commend it to the House. 
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LABOUR response 


Labour 

leader 

dismisses 
Budget as 
con trick 


Stephen Goodwm 

Tony Blair dismissed the Bud- 
get as “just a complete Tbry con- 
trick yet again”. Kenneth 
Clarke had given a little with 
one hand and taken with oth- 
er, said the Labour leader. 

“We have heard all their 
promises before. We heard 
them at the last election and did 
not believe them. But the dif- 
ference this time is that the 
country doesn’t now believe 
them either.” 

The instant Budget response 
is traditionally an awkward mo- 
ment for the Leader of the Op- 
position. But Mr Blair set about 
the Chancellor's claims with 
masterly confidence. The Op- 
position was. perhaps, a little bit 
better prepared than normal, he 
joked, in a dig at the leak of 
Budget documents. 

Contrasting a Budget "very, 
very big on boasts” with the 
facts, Mr Blair said it was cer- 
tain that taxes would be higher 
at the next election than the last. 
"The Conservative Party that 
fought that election on the 
promise it would cut tax will af- 
ter all the changes made today 
leave the average British fam- 
ily £2,120 worse off in tax. 

‘The Chancellor 
announced a 
tax-cheat 
crackdown. He 
should start with 
the Tory Party’ 

“The Chancellor announced 
a crackdown on tax cheats. I 
think he should start with the 
Conservative Party - 22 Tory tax 
rises." The party which Mr 
Clarke said had brought down 
the burden of tax had cut mort- 
gage tax relief and the married 
couple's allowance and raised 
National Insurance contribu- 
tions and VAT. 

Mr Blair said close inspection 
of the Budget showed that the 
Tories were back to their “old 
tricks". Council tax was due to 
rise by about £4bn over the next 
three years, or 6 per «cnL 
Phasing out profit-related 
pay would be the equivalent of 
about Sp on the standard rate 
of tax for some low-paid work- 
ers. Then there were rises in the 
airport tax. insurance lax and 
measures on lone parents and 
company cars 

“Give" with one hand, take 
with another - that's the record 
of the Tories over the years.” 
He reminded the House that 
Norman Lament had promised 
before the lost election there 
were no plans to raise or extend 
VAT and John Major had 
pledged to cut the national 
debt. It had doubled. “If they 
told these untruths then, why 
should wc believe them now, no 
matter what they say?" 

On closing lax loopholes. 
Mr Blair recalled that when 
Gordon Brown proposed this 
route, the Chancellor had said 
the loopholes did not exist and 

INSIDE THE LOBBY 


Mr Brown was “living in an Al- 
ice in Wonderland fantasy". 
Now Mr Clarke's spending 
plans depended on them 

The Government always 
promised more for health, Mr 
Blair said. But when one looked 
at the facts of what was hap- 
pening in the NHS. waiting 
lists were rising again, 36 trusts 
were in deficit, and there were 

20.000 more managers and 

50.000 fewer nurses. 

Although Mr Clarke had 

said he going to put almost 3 per 
cent into the NHS next year, ac- 
tual spending for the Depart- 
ment of Health in the year 
after was due to fall by 0.7 per 
cent, Mr Blair said. “Even in 
health, there is absolute classic 
“take with one hand, give with 
the other'.” 

On education, he said the 
Government had promised an 
extra £800m last year. “What ac- 
tually happened was this, be- 
cause local authorities were 
already spendmg£800m above 
their limit, the real increase was 
less than inflation, so it’s again 
just a lory trick." Planned ex- 
pansion of nursery education 
had been cut back by £56m re- 
duction in the allocation for the 
nursery education voucher 
scheme. “Their problem is not 
just the trade gap. or the in- 
vestment gap, or the skills gap, 
it's a credibility gap." 

Mr Blair said the Govern- 
ment was running not on its 
record of a few months before 
. the election but on its record of 
17 years. The UK ranked 9th in 
the prosperity league and bad 
fallen from 13th to 18th in the 
league table of living standards. 
Ministers said they had learnt 
from past mistakes, but recent 
figures for inflation and inter- 
est rates showed otherwise -the 
UK was 1 1th out of 15 nations, 
Mr Blair said. 

The Chancellor had not told 
the House that manufacturing 
investment was 14 per cent on 
a year; productivity still lagged 
behind the UK's major com- 
petitors; and the trade deficit, 
according to government fig- 
ures. was set to worsen. 

The UK was not equipped for 
the future in education and 
skills. Mr Blair said. “Forty-sec- 
ond now in the education and 
skills league is not good enough. 
And cuts in the training budget 
won’t help us to do better." 

Since Mr Major came to 
power, the number of jobs in the 
economy had actually fallen. Mr 
Blair said. Last year, the year 
that the Government most 
boasted about, the number of 
full-time mole jobs actually fell. 

“Nothing in this Budget tack- 
les those fundamental problems. 
When we’re culling training, 
when we're doing nothing but 
a few make-work schemes for 
the long-term unemployed, 
when the infrastructure's mea- 
sured in cuts, when there's no 
help for investment, then I say 
without the measures for the 
long term, to increase invest- 
ment. boost education, tackle 
that structural unemployment, 
we will never have inairccov- 
ery or prosperity that lasts. 
That is why we say the Conser- 
vatives have failed." 
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In full cry: Tony Blair (top) and Paddy Ashdown leave Kenneth Clarke in little doubt about their reaction to his Budget 
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Peter Victor 


There was talk ofsmokeand 
mirrors, a deign of hand £0*- 
Chancellor. But the L*iw| 
Democrat response in u»j* 
budget was slightly muted. 

There was little in ittoproyoU 
them to anger although im-ru 
was much with which they u > 

aS U>Dem Leader Paddy Ash- 
down pledged last night that Ins 
party would vole against the tax 
£uts in the Budget. He said they 
favoured putting the money 
saved on education and rear- 
finned the Liberal Democrats 
commitment to raise income tax 
to 50 per cent for incomes ol 
more than £100,000. 

Mr Ashdown said this year s 
Budget would be remembered 
as the “leaked Budget", but it 
should be known as the 
“smoke-and-m irrors Budget 
by “conjuror Ken". 

He declared; “This is a Bud- 
get of stick tricks and small mea- C 

sures. It pretends to be 
responsible, but it isn’t. It pre- a 

tends to give big tax cuts, but it^ l 
doesn’t. It pretends to invest iny” 
public services, but it won't But m • 
though the measures in this r 
Budget may be small, the dam- .. 
M ga it will do will be big.' 

He went on: “The truth is that ^ 
the economy is now at last 
growing steadily, but the Gov- 
eminent is broke and they in- j 
tend to squander our economic . 

chances in order to improve .] 
their electoral ones." He said Mr 
Garke had performed a “triple 
con-trick" on borrowing, spend- 1 

mg and tax cuts. Mr Ashdown .[ 

claimed the average family ij 

would be £41 a week worse off. 
despite the Chancellor's claims. '■ 

Alan Beith. the Liberal De- \ 

mocrat spokesman on home af- ^ 

fairs, criticised the sections in j 

the budget supposedly aimed at i 

improving protection for the | 

public from crime and boosting j 

the number of police officers. ? 

. “Hie Government has mere- ■ 

ly stuck to its plan on increased I 

police officers," Mr Beith said \ 

last night. “While they are I 

promising increased officers af- !. 

ter the election, the reality is } 

that police authorities are cry- !•■ 

ing out for new officers and new 
resources now - and they are 
facing rising costs on pensions fa, 
and equipment. if j 

“Michael Howard’s obses- 
sion that prison is the only an- j j 

swer to rising crime means t 

there are no new initiatives to - 

cut crime . There is no commit- : j 

meat to innovative and effective 
crime prevention programmes ■! 

which save the taxpayer mon- 'i 

ey in the long run." ’ ■' 

Lib-Dem Treasuiy spokes- 
man Malcolm Bruce reiterated ) 

Mr Ashdown's comments on the J 

Budget, saying that the elec- 3 

turate would not be conned by jl 

Mr Garke’s attempt to boost his ■ j 

party’s popularity before the J 

next election; “This Budget :j 

fools no-one - it is a triple Tory b 

con trick. A Budget of smoke ,1 

and mirrors which does not de- J 

liver the lower taxes, lower bor- 
rowing and higher spending 
claimed by the Chancellor." 

Mr Bruce had predicted, cor- |j 

rectiy it transpired, that the »■ 

Chancellor had little room for “ 

manouvre yesterday. "People sj 

are beginning to realise that you j 

cannot defy gravity and the ;! 

suggestion that you can easily : J 

redistribute expenditure, or i 

worse still you can bring down 
inflation, borrowing, you can 
bring down taxes and you can j 

increase spending on health Z ($>, 
and education simply doesn't .. 

add up." 
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Middle England pays for a forgettable penny package 


Cofin Brown 

Chief Political Correspondent 

The leaking of the tp cut in the ba- 
sic rate of income tax took the shine 
off the Chancellor's Budget state- 
ment, and the package was being 
shrugged off as a “forgettable pen- 
ny package" by some Tories. 

The cheers had hardly died when 
Tonr sources were attacking the 
Budget for being “anti-Middle Eng- 
land” bv abolishing tax breaks on 
profit-related pay and going loo far 
in the increases in duty on ciga- 
rettes. „ _ 

The danger for the Government 
is that the gloss on the Budget ap- 
peared to be taken off the package 
almost as soon as the Chancellor 
sat down, partly as a result of 
Tony Blair's performance in the 
Commons, which was described by 
some Tories as "brilliant". One 
Cabinet minister claimed the 
Labour leader bad the advantage 


of reading the leaked documents. 

Labour MPs. including the left- 
wingers who arc normally critical of 
Mr Blair, were delighted by his at- 
tack on the Chancellor. 

Mr Garke got the traditional 
desk-banging ovation from Tory 
MPs at a meeting of the Tory back- 
bench finance committee. 

The party's “spin doctors" had 
damped down expectations of a 
Budget give-away, and most Tory 
MPs praised the Chancellor's pru- 
dence and the gusto with which he 
delivered the package. But many 
were counting on the mini-boom in 
the housing market and consumer 
spending to help them win hold an 
to their seats at the election, not 
tax cuts. 

John Redwood a champion of the 
Tory right, who had called for spend 
ing to be reduced by at least £5bn, 
welcomed the package as “pru- 
dent", but said: “It is not an election- 
winning Budget in the sense that it 


doesn’t give away an awful lot of 
money that we can’t afford to give 
away. That would have been wrong. 

“f think the Chancellor has made 
the right judgement and made sure 
that he is concentrating on running 
the economy well.” 

One of his supporters said it 
would not go do down well with the 
voters in the pubs in the Chancellor's 
own hackyanj in “middle England". 

"It was massively anti-Middle 
England." he said. “It was extreme- 
ly foolish to abolish the tax breaks 
on profit-related pay. And the in- 
creases on cigarettes" went too far." 

Tory Euro -sceptics described it as 
a “Budget for Maastricht". “He has 
unly taken £2bn off public spending 
and he has cut £4bn off (he deficit. 
It Lx manifestly u Budget for the sin- 
gle currency," said one member of 
the Redwood camp. 

Euro-sceptics who forced Mr 
Garke to make a statement on Eu- 
rope at the despatch box on Monday- 


said they would be keeping a closer 
watch on his performance after he 
made it clear the strategy would en- 
able Britain meet the criteria for join- 
ing u single European currency. 

The pro-European former min- 
ister Edwina Currie was enthusias- 
tic. “It is a well structured Budget 
and the City will like it." she said. 
"It will also bring us on target for 
Maastricht We should qualify for the 

single currency.'’ 

Welcoming the Budget, Norman 
Lamont the former Chancellor and 
a leading Euro-sccptic, denied the 
Chancellor had "tweaked the tail" of 
the Tory Euro-sceptics. “I have al- 
ways mode it dear 1 regard the Maas- 
tricht criteria as good sound sense," 
he said. **1 believe people should be 
sober, not drunk." 

Mr Lamont, who will be fighting 
to hold Harrogate for die Tbries in 
the general election, said: “It will in- 
crease the living standards of fami- 
lies in this; counUy. I thought it was 


an excellent Budget ... The average 
family since the general election is 
getting on for £1,000 better off. 
That is very impressive and very 
good." Commenting on the public- 
spending cuts in the Budget Mr La- 
mont said: “There is no free 
lunch..." 

Tory MPs were also digesting the 
detail of the cuts in spending, in- 
cluding the road programme, which 
will disappoint many Tory support- 
ers in rural areas who have been 
pressing for by-passes. 

Harriet Harman, shadow social se- 
curity secretary, protested that cuts 
in housing benefit would be a disin- 
centive to work. Tougher rules will 
be extended from young people to 
all new claimants aged up to 60 to 
reduce benefit to the level of a 
room in a shared house. 

Lone-parent premium will be 
abolished for new claimants in 1998, 
as reported on Monday in The 
Independent. “It means they will lose 


their flats if they take a temporary 
job and have to start claiming the 
benefit again in a year's time. It's a 
vicious attack on single people,” said 
Ms Harman, who will be attacking 
the social security cuts in a full-scale 
Commons debate tomorrow. 

The package was attacked as a 
"Tory con trick" by Malcolm Bruce, 
the Liberal Democrat spokesman on 
treasuiy affairs. “The question is the 
ability of the Toiy Party to con the 
electorate," he said. "The average 
taxpayer will be paying £41 more 
once you take account of the coun- 
cil tax." 

Mr Clarke said he would be nei- 
ther Santa Claus nor Scrooge this 
Christmas. National Energy Action, 
the Government-backed charity re- 
sponsible for putting heat-saving 
material in homes, described its 
£2m budget increase as “derisory”. 

Dr Brian Mawhinney, Conserva- 
tive Party Chairman, accepted that 

the Budget was one designed with the 


long-term health of the economy in 
mind. 

"It is a Budget to make people feel 
better off and we are going to work 
on that over the next five years r he 
said. “Ws are aiming for la-sin** pros- 
perity.” ° 

Tbry MPs and ministers sitting in 
the overspill gallery overlooking the 
Chancellor included David Willetts 
the former ministerial aid to Ni«el 
Lawson, when the Guardian re- 
ceded a leak of the Budget in 1984 
the right-wing Torv 

hS S’ ST' 1 ChaiLlIoV 

had the balance right for the recoi# 
ety. Many senior Tory MPs went K 
prepared for a “steady-she-eocs'’ 
package. One former Treasury min- 
ister privately admitted that more 
sweeping cuts in taxes would have 

been viewed sceptically by ihevot- 

“Kenhasgot it about right ."said 

2*55? I°7- “its 

not exemng but it didn’t have to be.” 
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THE LEAK 


Police to join inquiry into leak of secrets 
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John Rentoul 

Rjlrtfca/ Correspondent 

The Government inquiry into 
the unprecedented leak of Bud- 
get secrets started yesterday 
with an internal civil service 
investigation led by the Cabinet . 
Office likely to be followed by 
a police inquiry 

The 94 pages of press releases 
obtained by the Daily Mirror set 
out the details of many of the 
key decisions in the Chancellor’s 
speech, including the lp cut in 
the standard rate of income tax. 

Contrary to a report in yes- 
terday’s Guardian, the domes- 
tic intelligence service MI5 has 
not been asked to take pan in 
the hum for the leaker. Down- 


ing Street sources yesterday 
described the idea as “off the 
wall". The' security, service 
would only become involved if 
the leak posed a national secu- 
rity threat or threatened the 
economic well being of tbt 
country, 

MJ5 is not believed to have 
ever been involved m an inves- 
tigation of this kind. -But the 
Cabinet Office does nse 
retired MIS officers to help in 
leak inquiries. The former 
security service experts are part 
of a list of mostly retired dvO 
servants that the Government 
can call upon daring internal 
investigations. 

A Government spokesman 
said that 2^00 sets of press re- 


leases from; all departments 
had been delivered to the Trea- 
sury bn Saturday so that they 
could be collated into bundles 
to be issued to journalists after 
the Budget speech yesterday. 

First on-the list of suspects 
yesterday were disgruntled 
printers at London Print Ser- 
vices, part of the newly-priva- 
tised Stationery Office in south 
London, which prints the Bud- 
get statements. The workforce 
at the company are unhappy 
about 900 redundancies an- 
nounced on Friday, which they 
claim are in breach of under- 
takings given at the time of the 


like the bound copies of Bud- 
get documents - are not print- 
ed there. They said the leaked 
papers had probably been pho- 
tocopied in the Inland Revenue, 
Customs and Excise and the 
Scottish Office. 

The Stationery Office would 
hot confirm whether h had 
printed the leaked papers, and 
said it had launched its own in- 
terna] inquiry. 

Suspicion then feQ on an 


But . onion sources said that 
the Budget press releases -un- 


of the Gvil and Public Services 
Association. He suggested that 
his members had a motive, in 
that be' could “understand" 
why civil servants should want 


. to leak such documents. “Civil 
servants have been treated with 
contempt by this Government, 
they have faced 17 years of un- 
remitting hostility," he said. 

“The current Government 
has shown no loyalty to the civ- 
il service and has presided over 
its break-up and demise. Obvi- 
ously whoever leaked these 
highly confidential documents 
to the press felt enough was 
enough.” 

Westminster speculation yes- 
terday swirled around two oth- 
er possible clues. One was the 
unexpected surge in the stock 
market on Friday, which could 
have reflected share-buying on 
the basis of inside information 
of an uneventful Budget which 


yesterday further boosted share 
prices. 

But City sources said that it 
was unlikely that news of Bud- 
get secrets could have been 
kept quiet in such a “leaky 
environment" as the Slock 
Exchange. 

The other clue was the un- 
usual behaviour of Piers Mor- 
gan, the editor of the Daily 
Mirmr, in handing the docu- 
ments back to Downing Street 
on Monday night. 

Mr Morgan was saying yes- 
terday; **i rang No 10 and said, 
‘Would you like your Budget 
back?"' It later emerged, how- 
ever, that the Government had 
obtained an injunction to pre- 
vent publication of the mater- 


ial about 40 minutes after be- 
ing told by the Mirror that it had 
the papers at 7.311pm. 

Mr Morgan said in a state- 
ment: “It does not take a genius 
to work out that once the Dai- 
ly i\firror had informed Down- 
ing Street that we were in 
possession of a substantial sec- 
tion of the Chancellor's Budget, 
that they would seek legal rem- 
edy to try and prevent publica- 
tion. 

“However, such legal reme- 
dy was completely unnecessary 
since we had already told No 10 
that we did not intend tn pub- 
lish any of the details." 

The' Mirror's decision not to 
publish the information con- 
tained in the documents 


prompted speculation yesterday 

that the newspaper did not 

want to focus attention on how 
it had obtained them, perhaps 
because they bad been stolen. 

The history of Government 
leaks is not encouraging for Sir 
Robin Butler, the Cabinet Sec- 
retary b charge of the investi- 
gation. 

77ic Independent 's Hamish 
McRae scooped Nigel Law- 
son’s first Budget in 1984 by 
rev ealing two weeks in advance 
that he would abolish tax relief 
on life assurance - prompting 
a huge rush of life assurance 
sales to beat the Budget dead- 
line. Despite a police investi- 
gation. no culprit was ever 
Identified. 


VIEW FROM THE STREET 
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The word from 
The Independent's 
pane[ of voters in 
Middle England 
does not look 
bright. Report by 
Michael Streeter 


j. Last month The Independent 
reported the views of a group 
$ of Middle-England voters from 
Redditch; the kind of people 
whose support will be cruoal for 
any party hoping to win the gen- 
eral election. They were dubbed 
Sierra, Mondeo or Montego 
person after Tony Blair’s recent 
declaration that rt was his meet- 
ing with a Midlands Ford Sier- 
ra owner at the last election that 
convinced him Labour was no 
longer the party of the aspira- 
tional classes. 

When we first spoke to the 
group - who were almost all 
Conservative voters at the last 
election - there was a general 
air of dismay and some anger 
at tiie Government’s perfor- 
mance. But equally there were 
signs of mistrust-towards New . 
Labour and Tbny Blair. 

Yesterday s Budget was one 
of the few remaining Opportu- 
nities for the Government to 
make a real impact tin the na- 
tion's fortunes before it goes to 
the polls. Here is our group’s 
verdict on the ChanceHar’s crit- 
ical peifbnnanre. Much of ft wffl 

servative Central Office. 

Lionel Baird, 52, is a para- 
t'£ medic, and one of the many 
• ‘ "unhappy Tbries”. He was look- 
ing for more commitments on - 
education and in particular - 
health - the area in which he 
works. Mr Clarice’s announce- 
ments left him cold. “The in- 
crease in health spending is 
welcome but really it's just a 


man puts low-rev Chancellor in slow lane 
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drop in the ocean. 
“The one penny 


c “The one penny off income 
, t . tax wfll not make that much dif- 
l... ference to me, perhaps just £4 
or£5aweek.andIthinklwciaId 
Ul \ rather have had to pay an ex- 

tra penny as long as it was paid . 

for something worthwhile. “ est this does not make me like particularly incensed by the Yesterday he welcomed the ex- “This is not a vote-winmn® mg up it wiD hardly be worth it. a year. He was encouraged by come tax cut would make a mar- 

^ Mr Baird , married with the Tbries any more." Howev- erosion of’ tax relief on Profit tra spending on health, educa- Budget, quite the reverse.I def- 1 think it is a poor Budget and more spending on vital scr- ginal improvement, especially 

*" three children, said he wel- er, he & still unsure of which way Related Pay, which he has been tion and law and order but irately won’t vote Toiy now." He has not changed my mind at all vices but. like many of the tor her husband, but attacked 

- 1 corned the increase in the to vote. earning far five years. “That will criticised the hike in car and said the £370 a year Mr Garke - it’s time for a change." group, was unhappy at the rise the £5 rise in road tar "Thai 

ri threshold on inheritance tax to Andrew Osciak, 45, a tool- cost me about £6 a week, and petrol taxes. “Overall I think it said average families would Susan Lovett. 38. a former m road and petrol tax. “That seems to go go up every Bud- 

£21 5,000 as a step in the right maker, was unimpressed. The Tm supposed to daw that back will cost me a bit more. I don't benefit by was “trifling" com- sales consultant and now house- could wipe out the rise I get get." Overall she thought it 

direction. But overall his reac- penny cut in direct tax would elsewhere."" He was also gloomy think ii would make me more pared to’ what needed to be wife, broadly welcomed what from the cut in income tax." As would make little difference to 

■' tion was that Jl was a “neutral" only benefit him by about £30 over the rise in tax on insurance inclined to vote for the Con- spent on more important things, she called a "ca refill " Budget a shareholder he welcomes the how she voles. “I will read what 

Budget. “It has certainly not a year, offset by the rises in premiums, airport tax - “that servatives or against them, it's Roger Frost 54, a former "He hasn't taken much away move towards lower direct tax- they haw to say at the election." 

3 convinced me about voting for road and petrol taxes. would have put £30 extra on my pretty neutral." Conservative voter, used to and he hasn't given much out. ation but says that overall, the 

the Conservatives again, they He contrasted the rise in holiday this year" and petrol and Craig Coates, 37, and a father work as a British Gas travel I think it has good economics Budget will not be a major fac- 

need to do a lot more. Tm still road and petrol taxes with the car tax, “especially when you of three, earns £20,000 a year manager, but took early retire- behind it, and I don’t think he cor when it comes to voting. 

4 thinking about Labour.” deteriorating state of roads in consider the state of the roads as a derk of works. He describes menu He was looking for a had jmuch room for tnanoeu- Denise Sparkes, 35, a moth- ^ 

Steven Marriott, 28, is a ra- the Midlands. He welcomed the around here". As for the rise in himself as an ex-Tory but was not "more adventurous” package, vre." She welcomed more er of two. works as a dressmaker 

• dio frequency engineer. His extra money on law and order the threshold for inheritance sure that he would vote Labour, with larger reductions in direct spending on the police, and -and in a supermarket. She vot- 

immediate reaction to : Ken but added that there was no tax, “that’s just for the rich". Now, after the Budget, he says tax. “As it is, for me it’s a neu- health and education, but felt ed Tory last time and is now un- 

Clarke’s speech was one of dis- mention.of- the key issues af- ._ . A former Tory voter, he he is “turning more towards tral Budget or even worse - I that the permy off income tax sure, though she would 

may “j itiinlf it's a case of rob- fectmg his region - job insecu- said: T Tm definitely not voting Labour". He said the lp cut in may be worse off." He high- was hardly significant “I think “probably" vote Toiy again. She 

bine Peter to pay ftul. They rity and low wages. Conservative again- they give basic tax was irrelevant and lighted the increases in airport, I will still vote Conservative, welcomed the increases on QU|illil3|lf4C^w 

seem to be taking offon the one The Budget, he said, left with one hand and take with the pointless at a time when basic petrol and road taxes which though I will he interested to see health and education but said: 

•' * N) hand then banging it on some- Turn im convinced by the Con- other. I will go for Labour.” services were suffering. “T would cost him more, and as a what Labour have lossy -so far “That's what I expected with the 

'where else." He was unim- servatives blithe was so far no David Bignall, 51, is a former would not mind paying a few non-drinker he does not bene- there’s no evidence that they election coming, to make them 

Bed by tte penny off tax, and more persuaded by Labour. . British Tblecom engineer, who more pence on tax if it went to fit from the cut on spirit duties, would do much different/’ look gpod 1 think that's the kind 

oyed at the indirect tax ris- Mark Redfehi, 29, an engi- is medically retireaTHe calls health and education. The “As for the penny off on income Alan Tomes, 35. a cold store of thing that most of the British ^ 

n care and fuel. Tb be bon- neer, was “ disgusted”. He was himself a “disgruntled” Tbry. health service has gone to poL tax, with all the other taxes go- operator, earns about £1 2.000 public warn.” She thought the in- r 

Imprudent turkeys plumping for guns and no brains 
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The people pass their verdicts: clockwise, from top left, Craig Coates, Andrew Osciak, Lionel Baird, Susan Lovett, Mark Redfem and Steven Marriott 



annoyed at the indirect tax ns-, 
eson care and fuel “T5 be hon- 


est this does nol make me like 
the Tbries any more." Howev- 
er, be is still unsure of which way 
to vote. 

Andrew Osciak, 45, a tool- 
maker, was unimpressed. The 
penny cut in direct tax would 
only benefit him by about £30 
a year, offset by the rises in 
road and petrol taxes. 

He contrasted the rise in 
road and petrol taxes with the 
deteriorating state of roads in 
the Midlands. He welcomed the 
extra money, on law and order 
but added that there was no 
mention. of- the key issues af- 
fecting his region - job insecu- 
rity and low wages. 

The Budget, he said, left. 
Turn un convinced by the Con- 
servatives but he was so far no 
more persuaded. by Labour. 

Mark Redfem, 29, an engi- 
neer, was “disgusted”. He was 


particularly incensed by the 
erosion of’tax relief on Profit 
Related Pay, which he bas been 
earning for five years. “That will 
cost me about £6 a week, and 
Fm supposed to daw that back 
elsewhere.”" He was also gloomy 
over the rise in tax on insurance 
premiums, airport tax - “that 
would have put £30 extra on my 
holiday this year" and petrol and 
car tax, “especially when you 
consider the state of the roads 
around here". As for the rise in 
the threshold for inheritance 
tax, “that’s just for the rich". 

A former Tory voter, he 
said: T Tm definitely not voting 
Conservative again - they give 
with one hand and take with the 
other. 1 will go for Labour.” 

David Bignall, 51, is a former 
British Tblecom engineer, wbo 
is medically retired. He calls 
himself a “disgruntietT Tbry. 


Yesterday he welcomed the ex- 
tra spending on health, educa- 
tion and Taw and order but 
criticised the hike in car and 
petrol taxes. “Overall I think it 
will cost me a bit more. I don't 
think it would make me more 
inclined to vote for the Con- 
servatives or against them, it's 
pretty neutral." 

Craig Coates, 37, and a father 
of three, earns £20,000 a year 
as a derk of works. He describes 
himself as an ex-Tory hut was not 
sure that he would vote Labour. 
Now, after the Budget, he says 
he is “turning more towards 
Labour”. He said the lp cut in 
basic tax was irrelevant and 
pointless at a time when basic 
services were suffering. “T 
would not mind paying a few 
more pence on tax if it went to 
health and education. The 
health service has gone to poL 


“This is not a vote-winning 
Budget, quite the reverse.I def- 
initely won’t vote Tbry now." He 
said the £370 a year Mr Garke 
said average families would 
benefit by was "trifling" com- 
pared to’ what needed to be 
spent on more important things. 

Roger Frost, 54, a former 
Conservative voter, used to 
work as a British Gas travel 
manager, but took early retire- 
ment He was looking for a 
"more adventurous” package, 
with larger reductions in direct 
tax. “As it is, for me it’s a neu- 
tral Budget or even worse - I 
may be worse off." He high- 
lighted the increases in airport, 
petrol and road taxes which 
would cost him more, and as a 
non-drinker be does not bene- 
fit from the cut on spirit duties. 
“As for the penny on on income 
tax. with all the other taxes go- 


ing up it wiD hardly be worth it. 
1 think it is a poor Budget and 
has not changed my mind at all 
- it’s time for a change." 

Susan Lovett. 38, a former 
sales consultant and now house- 
wife, broadly welcomed what 
she called a “careful" Budget 
"He hasn't taken much away 
and he hasn't given much out. 
I think it has good economics 
behind it, and I don't think he 
had much room for manoeu- 
vre." She welcomed more 
spending on the police, and 
health and education, but felt 
that the penny off income tax 
was hardly significant, “I think 
I will still vote Conservative, 
though I will he interested to see 
what Labour have to say - so far 
there’s no evidence that they 
would do much different” 

Alan Tomes, 35. a cold store 
operator, earns about £ 12.000 


a year. He was encouraged by 
more spending on vital ser- 
vices but like many of the 
group, was unhappy at the rise 
m road and petrol tax. “That 
could wipe out the rise I get 
from the cut in income tax." As 
a shareholder he welcomes the 
move towards lower direct tax- 
ation but says that overall, the 
Budget will not be a major fac- 
tor when it comes to voting. 

Denise Sparkes, 35, a moth- 
er of two, works as a dressmaker 
- and in a supermarket. She vot- 
ed Tory last time and is now un- 
sure. though she would 
“probably" vote Toiy again. She 
welcomed the increases on 
health and education but said: 
“That's what I expected with the 
election coming, to make them 
look gpod. 1 think that’s the kind 
of thing that most of the British 
public warn.” She thought the in- 


This ought to be an unpopular 
budget. “Prudent' 1 income tax cuts 
and£2bn cut from public spending? 
An effective cut in education will 
mean bigger class sizes, when people 
say they want more spent on schools. 
Do people want hard-working angle 
parents who struggle to keep their 
families off social security to lose 
more than £6 a week. One. Parent 
Benefit? It is not what people say 
they want. When asked voters say . 
they want more government 
spending and more taxes - blit 
I the Government does not believe 
rihcm. 

[ So arewc a nation of turkeys vot--. 
ing for Christmas? No, we are a ua-‘ 
tion of turkeys who pretend to vote 
for Oiriatn as - that, at least, is the - 
spin the Tbries are putting oh their 
abysmal showing in the polkc they - 
- see voters as a kind of baked Ala#- . 
ka- Labour hot-cake on the ou tside 
but underneath they are all really 


frozen-hearted tax-cutting Tories. 

Last week's British Social Atti- 
tudes survey revealed that an ever 
growing number of- people - 61 per 
cent new, compared with only 32 per 
cent in 1983 - say that they want to 
spend more oneducation and health 
even when it is spelt out explicitly 
how much more they will each have 
to pay. Evmtbe rich say they would 
pay more income tax for the NHS 
and statdschools. 

•\ We areaJow-tax country - despite 
all the right -wing rhetoric to the con- 
trary. “Less government” goe^ un- 
challenged as a synonym for good 
. government and “less tax” is called 
prudence , rather than slash-and- 
bumsodal vandalism. Yet in ’Europe 
only the Greeks pay less - and even 
they have a higher top rate. Ger- 
many and France pay 10 per cent 



uct. Belgium and Holland pay IS per 
centmore. The US arid Japan pay 


POLLY TOYNBEE 


less but if you add their private 
h ea lth costs it comes to the same. 
This should be no surprise: we look 
and feel like a low-tax, low-rent na- 
tion. We have let ourselves go, we 
arc down at heel, unkempt, uncar- 
ing and uncared for - the tramps of 
Europe. Stcady-as-she-goes-on- 
down-hill was not what we needed 
.yesterday. We needed more taxes. 

The education budget Isjsorae 
£2hn short of the proportion of GDP 
spent on it in 1979. The health bud- 
get fared better but there will still 


be a rough winter as one-third of 
health authorities have already run 
out of funds. Social security was cut 
again, striking savagely at both 
working and benefit-dependent sin- 
gle mothers, despite new evidence 
showing that one in three children 
are bora into deep poverty. How- 
ever, defence was protected and al- 
lowed to continue on its rip-roaring 
procurement spree, spending twice 
the European average. We mil still 
buy 232 Eurofighters forflbbn, 386 
newGhafleager tanks for £l.Ibn and 
. 64 EH 101 helicopters for £1 Jbn. 
Is that prudence? All guns and no 
brains. 

The Government has a low view 
of voters as sanctimonious liars 
mouthing pious sentiments in pub- 
lic but letting greed rip in ihe 
polling booth. So Labour is taking 
no risks. After four defeats, they 
have abandoned their view of the 
voter as a decent sort and adopted 


the Toiy model of the voter as self- 
ish, lying bastard. Soon after the last 
election I talked to a deeply de- 
pressed Labour shadow cabinet 
member wbo cursed the voters bit- 
terly and concluded: “The only way 
we can win is to lie and cheat about 
taxes the way the Tories do.” So let 
us hope that is their secret strate- 
gy. Bui how will we ever persuade 
people that government is essentially 
good, healthy and necessary if no 
reputable politicians ever dare stand 
up and say so? 

What if Labour came clean? Yes, 
they could say, we will levy some 
more taxes but we will spend that 
money well on judicious projects to 
improve the brain and health of the 
nation and the fabric of society. They 
could promise a crime-busting 
package to target, the young in most 
danger of turning into criminals - 
programmes such as these: 

■ Intensive high quality nursery ed- 


ucation. To improve the chances of 
deprived children and provide for 
all three- and four-year-olds, it 
would cost £1 bn -yesterday's Ip off 
income tax cost £I_5bn. 
MAfter’Sehool and homework clubs. 
The Kids Gub Network say £50m 
would create clubs for a million 
children, helping them with 
schodwork and keeping them out 
of trouble. 

■ Contracepthv clinics for theyoiuig, 
to guarantee any girl a clinic 
appointment wit hin 72 hours: £15m. 

■ Young offenders. NACRO's mo- 
tor projects for joy-riders cut local 
Ttvcc (taking without consent) rates. 
Schemes for all 8.UOO annual 
offenders would cost £1 Jm 

■ Can? leavers and runaways. Save 
the Children runs drop-in centres 
with advice on drugs, sex, accom- 
modation. training and jobs. Care 
leavers account for 25 per cent of 
prisoners. Each local project costs 


£250.000 (or two and a half prison- 
ers for a year in jail. Mr Garke 
announced £45Um more for police 
and prisons). 

■ Halesowen Community Project. 
Bamado’s support group for fami- 
lies in crisis costs £148.385 to help 
210 families on the edge - the same 
price as taking three children a year 
into care. 

Those are just some random ex- 
amples of what Labour could do in 
power. But should they admit now 
that they will raise taxes to do it? 
That wise old bird, Bob Worcester 
of Mori, advises Labour to lie like 
everyone else. When Gordon Brown 
gels into office he should open the 
Treasury books, slam his hands on 
his face, give a Munch-like scream 
and announce that due to Tory 
mismanagement (true), there will 
need to be higher taxes after all 
(true). Alas, honesty now will not 

pay. 
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The global 
world of tax 
and spend 

W asn’t it 
strange, 
listen- 


ing to the Bud- 
get speech yes- 
terday? Strip 
away the few 
bits of party- 
political cloth- 
ing and the sub- 
stance could 
have come from 
the other side. 

Fiscal respons- 
ibility; curbs on HCLtriWl 

tax fraud; com- ** D 

mitment to iVJCJXG£ 

spending on 

education and the NHS: ending for ij 
of profit- related pay. Lax cuts cial. ' 
focused to the bottom end of light 
the income lax scale. It is all the man 
sensible, practical stuff that to bt 
either side would have offered to bi 
the voters - and an astonishing up ni 
contrast to the highly partisan stroi 
Toiy budgets of the Eighties, or only 
late-Seventies Labour. Pi 

Thus sense of bipartisanship cial 1 
was further enhanced by the we a 
opening words of the response moo 
by the Leader of the Oppos- raise 
itlon. Tony Blair started by our I 
attacking the Government for spen 
making voters “worse off in Ail i 
tax" than they were at the last com 
election. Heused those four and 
words twice. The at Lack broad- cove 
enod out later, but it is a topsy- the 
luryy world when Tories stress wori 
the rise in spending in real mult 
terms on education and health, spen 
while Labour attacks them for inert 
putting taxes up. What's up? Ls bt 
What's up is that this is a resp 
mature economic cycle, foi- TI 
lowing a nasty recession. The in pa 
mature economic cycle is of ii 
responsible for rising incomes, mod 
rising consumer spending, of Agai 
course more jobs, and, thanks worl 
to rising tax revenues and lower will 
social security payments, the Angl 
opportunity both to reduce the simii 
deficit and t rim some taxation, t ral ii 
The recession led to the surge that 
in bvirrowing and the need to a G 
jam up taxation to correct that, syste 
The common theme between socii 
this Budget and one that Gor- will ; 
don Brown might have intro- Jecis 
duccd is that there is a right way char] 
of running Government finance inwa 
in a modem developed country, liner 
and both parties know it. The comi 
difference between Mr Oarke's envii 
comfortable presentation of fis- the s 
cal prudence and tax cuts, and any c 
Mr Blair's charge on the tax ited. 
fronL is explained by the dif- kets ! 
ferent slate of the economic knu\ 
cycle. And if you want to get knov 
political, the recent success of W 
the UK economy has been Chai 
partly the result of the un- spen 
planned exit from the Exchange cent 
Rate Mechanism, not some- down 
thing that Mr Garke stressed in tax b 
his speech. enut 

The Budget - and the next spen 
one. whoever deliver* it - are inco] 
now subject (as in all other ure i 
countries) to the powerful ex- 20 yi 
temal discipline of the world's cata; 
financial markets. Check fore: 
through the main headings indir 
under which budge ls are j udged even 
and how does this look? spen 

Fiscal policy? OK. but noth- a fei 
ing more. I expect that when hapf 
the figures arc finally done in a elect 
couple of years' lime, we will days 
mm out to be the only major ahoii 
European nation to have a exen 
budget deficit in 1907 of less both 
than 3 percent of GDP. GKcn madi 
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that that is sup- 
posed to be the 
Maastricht limit, 
ibis will be a bit 
of a laugh. But 3 
per cent is not 
wonderful. Mar- 
ket estimates for 
the US next year 
are a deficit of 
only 1.5 per cent 
of GDP; Can- 
ada should hit 1 
- i per cent, and 

ZSfl Australia may 

\ no have a balanced 

^ budget. 

Implications 
for interest raics? Nothing spe- 
cial. The Chancellor said he was 
tightening fiscal policy so that 
monetary policy would not have 
to be tightened. Bui it is going 
to be. Interest rales are going 
up next year in response to very 
strong economic growth. The 
only issue is by how much. 

Public spending? The finan- 
cial world is not interested. If 
we as a country want to spend 
more un public services and 
raise more in taxation, that is 
our business; and if we want to 
spend less, it is our business too. 
Ail it looks for is reasonable 
competence in spending plans 
and the fact that spending is 
covered by taxation. Of course 
the business world, the real 
world of practical investment by 
multinationals, does care about 
spending on infrastructure, but 
increasingly recognises that this 
Ls becoming a private sector 
responsibility. 

The shape of the tax system, 
in particular the shifting around 
of indirect taxation and the 
modest cuts in income tax? 
Again, this is no big deal for the 
world as a whole! What they 
will see is a pretty standard 
Anglo-Saxon taxation system - 
similar to Canada's arid Aus- 
tralia's, and in some regards 
that of the US - in contrast to 
a Continental European tax 
system, which has much higher 
social security charges. This 
will affect business investment 
decisions, where social security 
charges arc discouraging new 
inward investment on the Con- 
tinent. So in that sense the 
commitment to a pro-business 
environment is welcomed. But 
the scope for radical change in 
any countiy's tax system Ls lim- 
ited The world's financial mar- 
kets know that; Kenneth Garke 
knows that; Gordon Brown 
know* that. too. 

When Denis Healey was 
Chancellor in 197b. public 
spending reached nearly 48 per 
cent of GDR Now it is heading 
down towards 40 per cent. The 
tax base is wider, a nd more rev- 
enue comes from taxes on 
spending and less from taxes in 
income, but the percentage fig- 
ure is the key one. In another 
20 years, unless there is some 
catastrophe which we cannot 
foresee, expect the shift to 
indirect taxation to have gone 
even further and the total 
spending to have come down fry 
a few points more. That wifi 
happen whinner wins the next 
election. Govern mem nowa- 
days is about competence, not 
uhoul ideology - as yesterday's 
exercise in the Commons by 
both Mr Clarke and Mr Blair 
made utterly plain. 



All in the line of duties 

With the aim of fuelling a ‘Rolls-Royce recovery 5 , Clarke has stuck to prudent principles 


N obody had quite 
believed him. 
Week after week 
he said he would 
not bring in tax 
cuts he couldn't afford. Week 
after week he insisted that 
“^ood economics was good pol- 
itics". For all that there cannot 
have been many Tories who 
thought that Clarke would 
actually take £1 .75bn out of the 
economy in the Budget before 
an election. What's even more 
remarkable is that Clarke 
appears to have convinced most 
Tory backbenchers that while it 
may not yet win them the elec- 
tion. it was the right Budget for 
the times. 

There is nothing apologetic 
about Ken Clarke. He joked 
about the leak of Budget details 
to the Daily Mirror - as devas- 
tating in its own way as the one 
which forced Hugh Dalton to 
resign in 1947. though not of 
course on this occasion of the 
Chancellors making -and pro- 
duced characteristically Clarke- 
ian flourishes throughout his 
speech. “I am not going to play 
Santa Claus but this year I 
don't have to play Scrooge 
either ... This is a Rolls-Royce 
recovery and it's built to last ... 
income tax is lower tban at any 
time since Stanley Baldwin was 
Prime Minister and Wally 
Hammond made a double cen- 
tury at the Oval." 

At one point he even pre- 
empted the Cabinet -making 
prerogative John Major will 
have if he wins the election and 


spoke of “my Budget next 
year”. And cheekiest tease of 
all, he said that his forecasts 
now projected an economy 
which “by happy coincidence" 
would meet the Maastricht cri- 
teria of a public-sector deficit 
below 3 per. cent of GDP 
needed to qualify Britain for a 
single currency. 

But even some of his die- 
hard opponents on the Tbry 
right appeared prepared to for- 
give him this as he rekindled 
flickering hopes in many a 
breast, if not that they would 
now win the election, that they 
would at least have a story to 
tell on the doorstep. A year ago 
there was backbench disap- 
pointment that he had not cut 
income lax by more than lp; 
this year, despite the relative 
imminence of polling day, there 
was markedly less - even 
though Garke had tanlalisingly 
said m his speech that he could 
have chosen to reduce the stan- 
dard rate by 2p instead of using 
half the money available to 
raise thresholds and personal 
allowances. A 2p reduction in 
the standard rate would not 
have helped the poorer on the 
20p rate - which the other 
changes do. 

Of course not all Lhe savings 
- and therefore the optimistic 
borrowing forecasts - can be 
guaranteed; the “Spend to 
Save" programme to stop not 
just social security cheats but. 
at least as popular, those indus- 
trialists who are evading VAT 
and Corporation Tax, is a gam- 
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ble. So far we only have 
Oarke's word for it that it will 
bring in a whopping £7bn over 
three years. His borrowing fore- 
casts depend almost entirely on 
growth reaching 3.5 per cent 
next year. And if that target is 
met, then holding inflation to 
2.5 per cent is optimistic. In 
excoriating the Government's 
record of broken promises Tbny 
Blair delighted left and right of 
his own party with an exem- 
plary opposition speech which 
showed, among other things, 
what a help some leak-based 
preparation can be. 

Clarke also repeated his the- 
oretical adherence to ending 
inheritance tax - suggesting 
that Lloyd George's dictum 
that the most convenient time 
to tax people is when they're 
dead was now obsolete. His and 
John Major’s conversion to this 
goal is still inexplicable: an 
entrepreneurial, dynamic soci- 


ety isn't helped by creating new 
generations of young men and 
women who don't need to 
work. Garke did nothing about 
the trusts that the very rich use 
to avoid paying those taxes. 
Nevertheless, although he 
trumpeted his oufy change to 
the tax as another step towards 
abolition , it was modest - rais- 
ing the threshold to £215,000. 

But none of this should dis- 
guise the dear strategy behind 
Clarke's Budget speech yester- 
day. Labour may find that by 
raising capital taxes on long- 
term plant, which especially 
affects utilities, Garke has pro- 
duced his own modest but per- 
manent substitute for their 
windfall tax. But taking short 
term tricks off Labour wasn’t 
Garke's main purpose. It was, 
first, to give the impression by 
fiscal tightening that he is seri- 
ous about building a lasting 
recovery rather than a short- 
term boom. And that he 
believes the voters will respect 
the fanner more than the latter. 
The reliefs he is calling in on 
Profit Related Pay and the indi- 
rect taxes he is increasing- like 
those on tobacco and fuel insur- 
ance and air travel - attest to his 
seriousness about clawing rev- 
enue back to pay for the income 
tax deductions. They also chime 
with Garke's long-held convic- 
tion in favour of taxing at the 
point of consumption. This is a 
man who would spread the VAT 
net wider if it was politically sus- 
tainable, who likes good, honest, 
old-fashioned duties. 


But it also has a more direct 
purpose. Deeper cuts in taxa- 
tion might have been cheered 
by the backbenchers. But for 
the less excitable voter they 
would not have shown up in pay 
packets until April - and who 
knows? By then die . election 
may even be gone and over if 
John Major is forced to the 
polls. 

By contrast, if he had to 
apply monetary brakes instead 
of fiscal ones, and hike up inter- 
est rates because he had cut 
taxes overall, then the impact on 
homeowners in higher interest 
rates would have been immedi- 
ate. Just at the moment when 
marry hope, as Garke reminded 
the Commons yesterday, to 
escape from the trap of negative 
equny. they would have found 
themselves knocked back by 
increases in mortgage pay- 
ments. This was a Budget 
designed to limit, if not culmi- 
nate, the need for higher loan 
rates. 

For years after Labour's 
unexpected defeat in 1970, Roy 
Jenkins’s budget was blamed on 
the grounds that it was too aus- 
tere. But the Jenkins budget 
was well received by the public. 
Garke himself has always 
believed that the authority and 
prudence of the Jenkins budget 
was a vote winner rather than 
a vote loser. 

There’s another parallel, loo. 
Having devalued in 1967, 
Labour was still struggling in 
1970 to erase the memory of 
failure in the same way that the 



libur tax cut is my pay cut 


Another day, another Budget Gladstone attempts the traditional Chancellor’s trick Of 
reconciling democracy and sound economic management Photograph; PA 


A generation ago. when 
inflation was threaten- 
ing to get out of its 
cage, Spain was wondering 
whether to push Franca ism 
back into its cage, and Harold 
Wilson was in office but not in 
power, it was fashionable to 
discuss whether democracy was 
compatible with sound eco- 
nomic management. 

Il comes as a shock today to 
remember that this was because 
democracies were supposed to 
have too high a propensity to 
spend and. therefore, to tax. 
Today, anyone listening to John 
Redwood or to John Townend 
may wonder whether demo- 
cracy is a threat to good eco- 
nomic management because it 
yields too little taxation and 
spending. A Treasury official, 
testifying to the Treasury select 
committee on the private 
finance initiative, has justified it 
on the grounds that voters will 
□everconsent to the amount of 
taxation needed for investment 
in public infrastructure. 

“Never'* is a short time in 
politics, and memories of the 
last generation show that the 
present pattern of political atti- 
tudes K> taxation need be no 
more immutable than the last. 
Hus is nothing to do with altru- 
ism, which is only a different 
sort of feelgood factor, ft is a 
matter of sheer self-in teresL 


Since this is a broadly neutral 
Budget, voters can match £2bn 
of cuts in spending with £2bn 
of cuLs in tax and can ask 
whether they would have pre- 
ferred both or neither. They 
can even, if they are heretical 
enough, ask whether they 
would have liked to have paid 
a little more and get a little 
more for it. 

For workers in public service 
pay (and as a university pro- 
fessor 1 must declare an inter- 
est), self-interest takes a special 
form. Other people's tax cuts 
are our pay cuts - as the cur- 
rent university strike illustrates 
clearly. Proposed legislation 
against public service strikes 
may he the herald of many 
more such pay cuts. Public ser- 
vice workers are 21 per cent of 
the workforce, or two-fifths of 
a majority. 

Others may say that there is 
no such thing as a free tax cut 
- the money just comes out of 
the other pocket as charges. 
Prescription charges, dental 
charges and season tickets are 
obvious examples. Nothing in 
this Budget will make those 
charges any lower. Being a 
parent of a student alone costs 
a thousand a year above grant 
plus loan. There is no sign that 
the small but welcome increase 
in higher education funding is 
meant to meet that cost. And 
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There are 
sound 
reasons of 
self-interest 
for us all to 
support more 
public 
spending 


that cost alone may be more 
than the value of any tax cut. 

Increasingly, some of us may 
feel less safe because of spend- 
ing cuts. The closure of the 
research centre that detected 
BSE is a paradigm. When I 
read John Major's party con- 
ference boast that rail privati- 
sation had been a success. I was 

travelling at half speed over the 

stretch of line on which the 
Watford train crash happened. 
I remembered that one of the 
trains in that crash had no 
black box, because it could not 
afford to maintain one. 

When I go home on the 
Hibe after writing this article, 
I will feel less safe because i 
know the Government thinks I 
would rather have a few 
pounds in my pocket than have 
London Underground prop- 
erly maintained When I read 
about further cuts to local 
authority funding and think of 
the consequential strain on the 
already desperate budget for 
care in the community, I will be 
more afraid of meeting another 
Christopher Gunis armed with 
a knife on my way home. I 
would pay to avoid this. 

I would pay more tax now, 
because Iwould like to pay less 
in five years' time. The Trea- 
sury never counts the dis- 
placement costs when the dis- 
location caused by its cuts falls 
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Tories still bear the scars of hav- 
ing been ignominiously 
bumped out of ERM in 1992. 

That made il then, and 
makes it now, all the more 
important to demonstrate eeo- 
ncmiccompetence: not just to 
satisfy the markets but also to 
reassure the.eleetorate that lhe 
Government is in charge. If 
anything, Garke's manlra, that 
good economics Ls good poli- 
tics, Ls especially appropriate to 
the times. In one sense Clarke 
has been even more prudent 
than Jenkins. Jenkins injected 
about £15bn (at present day 
prices) into the economy , while 
Garke has tightened fiscal pol- 
icy by £1.75bn. But of course he 
can only afford to do that 
because of the rate al which the 
economy is growing. In some 
ways, therefore, the better com- 
parison is with Reginald 
Maudling's 1964 budget in 
which, faced with a rapid 
increase in economic activity, 
Maudling did nothing lo put 
the brakes on. Garke has not 
made that mistake. 

Kenneth Garke bad been 
here before, exactly two years 
ago. Then, as thLs year, he had 
been forced into a high-profile 
Commons exchange with his 
fellow Tories over Europe on 
the day before his budget. On 
Monday he rescued the Tories 
from yet another looming crisis 
over Europe. Last night hLs col- 
leagues were hoping that the 
Budget can offer just a chance 
of rescuing them from a much 
bigger calamity than that. 


on the budgets of other depart- 
ments. The effective abolition dk. 
of single-parent premium is a 
cut falling un families, some of 
whom are already suffering 
from malnutrition. That is a 
cost for the National Health 
Service, which is already 
increasing its spending no 
so-eening for malnutrition. 
What the Chancellor has done 
js not merely cruelty to children 
jn the name of family values; it 
is incompetent budgeting and 
we will pay more for it. “ 

The same is true of the new 
ceiling on housing benefit. It is 
almust certain that there will 
not be enough housing avail- 
able at the new lower limits of 
eligible rent Many people on 
benefit will therefore become 
homeless. That Ls not just a 
humanitarian issue - a rate of 
TB among the homeless on the 
London streets is 2tX> times the 
national average and TB is a 
very expensive illness. 

Many of th e Toty spending 
cuts have been like saving 
money by not mending u hole 
m the roof. They cost a great 
deal more in the long run. As 
a taxpayer, I don’L want amr 
more tax cuts- I don't believe 
I can afford them. 

The Earl Russell is Liberal 
Democrat spokesman for social 
security in the House of Lords. 
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Nottingham chutzpah: daring to be dull 


I s politics -becoming an occupation for 
adults? Once, the clever thing was to 
shower tax bribes before an election. Now, 
the clever thing, is, it seems, to withhold them. 
Kenneth Garke has decided that if his party is 
«T\ to have a ghost of a chance of winning in the 
■ spring, he needs to be shockingly responsible: 
credibility before largesse. This does hot nec- 
essarily mean being politically suicidal: after alt, 
even people who intend to vote selfishly need 
an excuse. 

So yesterday he did his best to give them one. 
He produced a cautious package ;for the cau- 
tious middle classes, it was dull. But it was com- 
fortingly dull - old-Volvo dull; wholemeal-loaf 
dull; cardigan-dull. After all the build-up, 
Clarke, the great political exhibitionist of the 
modern Conservative Party, reached swagger- 
ingfy into his hat, gazed challengihgly around. .. 
and drew out a small and shivering rodent. 

He was rewarded in one sense, immediately: 
had Clarke planned a theatrical coup of a Bud- 
get, with the sort of headline-grabbing stroke 
that Nigel Lawson and Norman Lament 
delighted in, then yesterday's leak would have 
ruined his day. In this case, though the fact of 
the disclosure mattered, it turned out to be less 
of a scalding leak than a tepid trickle of 
expected news coming just a little early. Its key 
measures were just the sort of thing unimagi- 
native but level-headed commentators had 
been predicting: no wild irresponsibility, ho 
shameless giveaways, no outrageous gambles. 
No fun at all, in fact. 

That, m itself, gave the Opposition a prob- 
a lem. Tony Blair did an excellent job in tearing 
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There was not nearly enough here to 
make Middle Britain roar or send it 
galumphing back into the Tory camp 



at the Conservative economic record, per- 
forming instant autopsies on the Chancellor's 
figures and reminding the House of the embar- 
rassments thatfollowed the 1992 election. Per- 
haps, given the leak, this was not surprising. 
Blair was far more effective attacking the Gov- 
ernment generally than what he called “this last 
gasp. Budget” itself. Again, not surprising: 
many of the measures here would have passed 
unremarked in a Blair-Brown budget. Indeed, 
if Labour win next year, there was plenty here 
- the “spend to save” anti-fraud programme; 
the abolition of profit-re tated pay schemes; the 
changes in the tax treatment of small compa- 
nies- that one would expect them to take over. 

Does this mean it was a pointless Budget - 
even an apolitical Budget for these less than 
. heroic days? In" fact.it had plenty of Clarke’s 
personality running through it and a certain 
amount of nerve. Like alf budgets, it was 
founded on a central conceit And, if we dig a 
little deeper, then there was evidence of Clarke’s 


political optimism in it The conceit - the joke, 
almost- was that this a mid-term Budget. It was 
an interim report by the party of perpetual gov- 
ernment- less the pre-election Budget of 1996 
than a Budget which happened to come between 
the Clarke budget of 1995 and the Garke bud- 
get of 1997. Time and time again, in his text and 
asides, the Chancellor referred to what he and 
the Government intended to do after the elec- 
tion. Given the polls, this rates as chutzpah - 
or whatever they call chutzpah in Notting- 
hamshire. If it wasn't for Europe, this man 
would certainly be the next Ibry leader; it was 
the sort of unsdf-consdous confidence the party 
has long lacked. 

There was some modest ballot-box thinking 
here, of course. Clarke's emphasis on coming 
Improvements in London transport; his raising 
of the inheritance tax threshold (a virtuous tax, 
and one which he should have left well alone);, 
and his dear offer to lower-income voters of a 
20p basic rate one day, were among the mea- 


sures targeted at swing voters. But most of us 
remember budgets not bv the detail but by their 
headlines. And there was not nearly enough 
here to make Middle Britain roar or send it 
galumphing back into the Tory camp. Garke’s 
assumption, of course, was that his party has 
passed the stage when a budget, an}’ budget, 
could achieve that transformation. After what 
happened in 1991-3, he clearly thinks that his 
party is unable to use the tax weapon as dra- 
matically in 1996-7. It has forfeited bribery. 

In that he is probably right. But once they 
have calmed down and talked to their con- 
stituents. this gamble about the people's better 
nature is unlikely to please Conservative back- 
benchers. There will be routte rings about damp 
squibs, “peanuts” and non-events. A public 
ready to voice outrage about being bribed will 
be briefly outraged about not being bribed. 
Right-wingers will ask themselves whether the 
tried and trusted ways are not, after all, the best. 
Remember, they will say, that whatever their 


reputations, the budgets of 198b and 1991 
helped win us the following elections. 

We think they are wrong, simply because the 
public mood has changed: to do that again 
would be too crude, too obvious. It would sur- 
render the moral high ground entirely to 
Labour. This was. by modem standards, an hon- 
est and responsible affair who can seriously wish 
it otherwise? 

More interesting is whether Clarke should 
have gone the other way and tried to outflank 
Blair properly by refusing to cut taxes and 
instead increasing spending on sensitive and 
popular areas, like education and training, 
more than he has. This would have been the best 
thing possible to prepare Britain for the next 
decade. Politically, it would have sent out a 
clearer message than the Chancellor did yes- 
terday. It would have fitted his own pro-welfare 
instincts. And it would have reclaimed One 
Nationism for the lories - a bold stroke indeed. 

In the event, given the rightward drift of the 
party, that would probably have been too 
provocative a move for the Prime Minister to 
accept, never mind the back benches. So the 
result is a compromise between Ken Garke and 
the Tory party. This was not at ail a bad Bud- 
get. Perhaps." like Winston Churchill's slightly 
disappointing pudding, it lacked a theme. But 
we are delighted that'it was not the display of 
crude politics some Tories had been praying for. 
Yesterday, they got clever politics instead. Too 
clever? Perhaps. They, and wc. will find out soon 
enough. 

Andre® Morr, Editor 


Meanwhile, the economy ticks towards a boom 


The Chancellor was sound enough not to offer a pre-election bribe. But now he will have to raise interest rates 


T he concept of the 
pre-election budget 
has a very powerful 
place in the mythol- 
ogy of British poli- 
tics. The idea that the income 
tax rate has to be cut by at least 
3d (“thruppeqee" . in old 
money) in the run-up to an 
election dates back at least to 
the period of Ibry rule in. the . 
1950s, and this notion seems to 
have gained powerful rein- 
forcement during the 1980s. 

On the other side of' the 
scale, no one ever tires of 
blaming Roy Jenkins’ austerity 
budget of 1970 for losing 
Labour the election of that 
year. 

Actually, the mythology of - 
the pre-election hand-out is 
largely just that - mythology. 
Geoffrey Howe's pre-election - 
budget of 1983 was thought at 
the time to have been really 
very responsible, with virtually 


as 
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no hint of a bribe. The Law- 
son budget of 1987 did contain 
lax -cuts, but even larger cuts 
actually came a year later, well 
after polling day. Norman 
Lamont cut lax by a tiny £1.6bn 
in 1992, and his decision to 
allow public spending to surge 
also took effect after the elec- 


tion, not before. Even the Roy 
Je nkins budget of 1970 does 
not fit into the myth very eas- 
ily. When , announced, it was 
one of the most popular bud- 
gets of the post-war period, and 
its main contribution to 
Labour’s defeat (accordingly to 
Jenkins) was that its very pop- 
ularity enaxnaged Harold Wil- 
son to go to the country earlier 
than he Would’ otherwise have 
done. 

Ken Clarke’s pre-election 
Budget fits into this .pattern 
very well - vote for me because 
I am not so vulgar as to bribe 
you to do so. 

Tax cuts and public spending 
cuts were roughly offsetting in 
scale, always provided that 
closing loopholes actually 
raises money, and that the next 
government sticks to the 
spending restraints announced 
yesterday. 

Both Labour and the Tories 


promise to be well behaved on 
spending, but in practice there 
will probably be some slip- 
page. And loopholes have a 
nasty habit of opening, not 
closing. Okay, there are some 
net tax cuts, perhaps more 


than most economists think 
sensible, but they amount to a 
princely 02 per cent of GDP. 
This touch on the tiller will 
scarcely be noticed by our 
tanker of an economy during 
1997. 



Furthermore, while Ken 
Garke’s package of new mea- 
sures shuffled around some 
money in a roughly self-financ- 
ing manner yesterday, it left in 
place a fiscal baseline which 
will reduce the public sector 
borrowing requirement by 
£7bn next year. 

This is because the baseline 
cuts in public spending as a 
share of GDP, agreed by the 
Cabinet many moons ago, are 
actually very large. If he now 
leaves the Treasury, Mr Clarke 
will be one of the very few 
chancellors who have tight- 
ened the fiscal stance in each 
year of their term in office. And 
more power to his elbow for 
doing so. 

But of course in an ideal 
world he should have lightened 
budgetary policy much more 
than he has done. 

Given the way the economy 
is behaving, the PSBR in 


1996/97 should have been 
much lower than £26bn. and it 
should be falling farther than 
Mr Garke plans next year. For 
the truth is that the economy is 
now embarking on a powerful 
and dangerous consumer-led 
boom, much as it did in 
1987/SS. 

Money supply, house prices, 
unemployment, unfilled vacan- 
cies, business and consumer 
confidence - all tell the same 
worrying tale. They' spell the 
need’ to raise base rates quite 
soon if the boom is not to get 
completely out of hand. 

But what about GDP, many 
may ask. Has this not grown by 
only 2.4 per cent in ihe past 
year - scarcely a dangerous fig- 
ure? Certainly, that is whaL the 
official figures are showing, 
but examine the graph, pre- 
pared by David Walton at 
Goldman Sachs. 

It compares the path for 


GDP in the past two years 
with that which was recorded in 
1985/86. just before the last 
boom really exploded. The pre- 
sent estimates for GDP this 
time track the initial estimates 
for GDP in 1985/86 quite 
closely. But we now know that, 
in reality, GDP was veiy seri- 
ously underestimated last time. 
Final figures show that it actu- 
ally grew by 3.6 per cent more 
than was first thought in 
19S5/S6. 

If the same turns out to be 
true this time, then there is 
already no spare capacity in the 
system, and the coming boom 
will assuredly end in tears. 

That is a danger which was 
left virtually untouched yes- 
terday, and which the Chan- 
cellor will now have to address 
by raising base rates. 

The miter is chief economist at 
Goldman Sachs. 




W hen it comes to the 
Budget, there is a 
conspiracy lie tween 
politicians and the media. 1 
refer not to the leaking of its 
details to the Daily Mirror and 
that paper’s sudden urge for 
establishment approval in not 
publishing' them. 1 am talking 
about the conspiracy to make 
the Budget- appear far more 
exciting than it actually is. 

... There arc people out there 
? f who don’t even know which 
day the Budget is. They cer- 
tainly don't expect it to change 
their lives. It is just another 
thing that politicians do to 
justify their own incomes. 
Those in the know had pre- 
dicted nearly everything that 
was in this year’s Budget, with- - 
out the. help of any leak. . . 

Yet somehow 'the whole 
dreary process has to be made 
more dramatic. The BBC 
wheels in Peter Snow, emoting 
over more and more sophisti- 
cated graph ics. Budget Town is 
arranged around a pound sign. 
Intrepid reporters interview 
ordinary people who say ordi- 
nary things, like Cliff up in 
Leeds: “Basically I'm hoping 
to be better off - I don’t really 
want to be worse off." 

Before the big man speaks, 
John Major anoTcmy Blair go 
through the motions, bobbing 
up and down, irritating the hell 
i&iil of eafch" other. -Kenneth 
^larke is "flanked by a smirk- 
ing Mr "Major "and" a yawning 
Michael Portillo, and Mr 
Clarke, turns into Clark Kent, 

suddenly Mr Decent Chap, 
whose popularity isrbased on 

his ability to out-Moke all the 
other-blokes aiouhd.-This.we" 
are toldjwwhhtfyvisitheatas. 


... 


will drink to Ken 


-We the punters are 
expected to be impressed by 
the ritual of the whole event. 
The Chancellor appears with 
his battered old bag, and if he 
has a wife, she for some unex- 
plained reason is expected to 
be on show too. 

- During his speech, he is. 
allowed to sip at a glass of malt 
whisky. It's hardly action- 
packed, is it? I don’t even like 
whisky, but anyone who has to 
sit. through this hour and fif- 
teen minutes should be given 
it free by the NHS, if you ask 
me. ■ 

The reality is thar however 
many Peter Snows, you have, 
none of it is that impressive. 
The idea that Ken tells it like 
it is and thar-the Budget is pol- 
itics at its most grounded is a 
lie.' • 

The Budget is a fantasy 
brought about by party poli- 
tics. If the Budget were to be 
derided tty economic criteria, 
then it would look very differ- 
ent. The idea that 'when it 
comes down to it we -are all 
selfish bastards is what propels 
the whole spay mess. 

Politicians assume the low- 
est motives when it. comes to 
voting. 'We vote, apparently, 
on the basis of .how much tax 
we pay, so for a Budget to go 
down 'Well it must cut taxes. 
This is what the public wants, 
or so everyone tells us. Amaz- • 
ibgty T though. all the pre-Bud-; 
gel' coverage could, not 
unearth those clamouring for. 
tax ct^JMpst ^e^Jie .said 

like toSSrJIfei spending 
on healthy education and law. 
and aider r after than' a tax. 



SuzaTme 

Moore, 


To carry on 
taking money 
from women 
and children 
is not only 
immoral, it is 
surely bad 
economics 


cut . The only people clam- 
ouring for tax cu 15 appear . to 
be Tory backbenchers, so will 
theyJbe happy with their penny 


• Still, in an effort to .arouse 
ns, experts wondered if the 


Chancellor had anything excit- 
ing up his sleeve. The answer, 
in short, was no. 

It was what we expected. 
Good news if you are a spirit- 
swflling bloke, bad news if you 
are a single parent. As Mr 
Clarke told us: “the tax system 
does recognise marriage”, and 
is determined to shore it up by 
further penalising impover- 
ished women. The notion that 
for an extra fiver a week we 
would all walk down the aisle 
is ludicrous. 

This years' Budget followed 
the recent trend in that in 
effect it redistributed income 
from the pockets of women 
into those of men. Last year's 
cuts in taxes benefited men 
far more than women. To 
carry on taking money from 
women and children is not 
only immoral, it is surety bad 
economics. 

Such short-term politically 
motivated polity not only pro- 
duces long-term social prob- 
lems, it contributes to an 
increasingly unequal society 1 ; 
and surety even Ken “I’m a 
man of the world" Clarke 
must realise this. While the 
Tories’ rhetoric about single 
parents has calmed down due 
to its unpopularity, its fiscal 
policy represents its disgusting 
attempt once more to cate- 
gorise certain sections of the 
population as the undeserving 
rather than deserving poor. 

The bogeyman of dole 
scroungers,.of those who com- 
mit benefit fraud, is the only 
thing that the Tories do con- 
sider worth spending money 
cm. No one mentions the piles 
of unclaimed benefit. No one 
mentions the fat-cat scroungers 


and their ingenious varieties of 
fraud. 

Still, just as the different 
ways in which the Budget 
affects men and women and 
the veiy rich and the very 
poor must remain invisible, so 
too the differences between 
direct and indirect taxation 
must be glossed over. 

We may be paying more tax 
in a variety of ways, and yet we 
must be told over and over 
again that we are paying less. 
This may help to fuel the cur- 
rent “mini-boom", but even 
Mr Garke admitted that this 
is a boom based on consumer 
confidence rather than any- 
thing that is going in the man- 
ufacturing base. And you don't 
need a degree in economics to 
work out that any kind of 
boom needs to be stabilised 
rather than undermined with 
tax cuts. 

However the real Budget, 
whether delivered by a tabloid 
newspaper or by Clarke, is a 
fantasy. It may not appear 
very fantastic because it is a 
fantasy about rationality com- 
pelled" by its own internal logic 
which bears little relation to 
the real world. It is a pretence 
that fewer and fewer of us 
actually believe in. 

If the Budget has lost its 
power as theatre, it is because 
we are tired of the artifice. The 
Chancellor is fond of saying 
that “good economics make 
good politics", but good poli- 
tics would surely make eco- 
nomics come alive. It would 
make it seem like the whole 
thing mattered. Instead, we 
get a blokish fantasy that 
offers no surprises. But then 
what did you expect? 
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Chancellor’s 


£7bn PFI claim 


Dawd Walker 

The Chancellor’s claim that 
the Private Finance Initiative 
was supplying an extra £7bn 
worth of public investment con- 
tradicted a recent study of the 
programme by the Interna- 
tional Monetaiy Fund. The 
fund's study concluded the PFI 
was contributing no extra mon- 
ey but only substituting for in- 
vestment that would otherwise 
be financed by normal methods. 

Mr Clarke announced the 
signing of a new PFI deal in- 
volving the Norwich and Nor- 
folk Health Trust, denying that 
its timing was related to the 
Budget. Stephen Dorrell, the 
Secretary of State for Health, 
raid the PFI would contribute 
£900m in health investment 
over the next three years. The 
Home Office yesterday laid 
claim to PFI projects worth 
£130m, including a new private- 
sector prison at Bridgend. 

The Government claims that 
PFI deals will more than make 
up the shortfall in public in- 
vestment Capital spending by 
government is set to fall by more 
than 9 per cent this year over 
last ana by a further it) per cent 
next year. 

The Chancellors enthusiasm 
for PFI does not seem to be 
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shared by officials in his own de- 
partment. The Treasury has 
faced long delays in negotiating 
Us own PFI deal through which 
it will sell its headquarters 
building in Whitehall to a de- 
veloper then move back in 
when it is refurbished. 

PFI deals are supposed to be 
“off the books" but there is in- 
creasing anxiety that they com- 
mit departments to a long 
stream of payments to private 
contractors well into the 2 1st 
century. 

The Treasury said yesterday 
that such forward commitments 
amounted to about £lbn a year 
until 2005, reducing to about 
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£37 0m a year by the fourth 
decade of the next century 
In such key areas as health. 
Treasury misgivings about future 
spending commitments have 
meant that few PFI deals have 
received final approval and no 
work has yet begun on a PFI 
project. No local-authority PFI 
deals have yet been signed, al- 
though talks are taking place 
about, for example, the build- 
ing of a new waste-treatment 
plant in Hampshire. 

The Government recently 
changed the rules to make 
£50m available as lubrication for 
council PFI projects. The Trea- 
sury's worries about health 
deals were increased recently 
when a leading banker said the 
National Health Service must 
take back any hospitals built un- 
der PFI after 25 years. This 
would mean private contractors 
would have to get back their in- 
vestment more quickly and so 
push up what they would seek 
to charge health trusts. 

The examples given by Mr 
Clark yesterday were mostly 
from the transport sector. But 
in his announcement of Dep- 
artment of Transport spending 
plans. Sir George Young, the 
Secretary of State for Transport, 
acknowledged that infrastruc- 
ture projects under the PFI la- 
bel are only going ahead 
because government subsidies 
are available - for example for 
the Channel Tunnel Rail Link. 

Large cuts in capital spending 
by the universities were insisted 
on by the Government in the last 
Budget because. Mr Gark said, 
PFI deals would replace them. 
This year he seemed to ac- 
knowledge a shortfall in uni- 
versity funding for laboratories, 
libraries and equipment - a re- 
flection of the fact that few PFI 
deals in higher education have 
been negotiated, except for 
some involving accommodation. 


Road protestors at the ate of the Newbury bypass: the Chancellor has good news for them in shelving more than 100 projects 

ROAD-BUILDING 

Greens welcome road-building cuts 


Ian Burrell 

Sir George Young, the Secretary 
of Slate Tor Transport, became 
an unlikely hero of the green 
lobby yesterday with the shelv- 
ing of more than 100 road-build- 
ing projects. 

But he incurred the wrath of 
Londoners with a savage cut to 
the London Transport budget. 

The Department of Transport 
released details of a revised 
trunk road programme made up 
of 114 road building schemes 
and identifymg 110 schemes 
that were being withdrawn. 

The news was immediately 
welcomed by environmentalists. 


Roger Higman, senior transport 
campaigner for Friends of the 
Earth, said: “It is a wonderful 
announcement. Sir George is 
recognising tbat if he has not got 
the money to build something 
there is no point in having it in 
a programme." 

Details of the cuts in the road 
building programme were first 
disclosed in The Independent on 
Monday. A confidential brief- 
ing document written by one of 
the Government's most senior 
transport advisers told minis ters 
that dial the timescale required 
for the programme would be 
“indefeasible" unless projects 
were cuL 


The Budget settlement pro- 
vides for an average spend of 
£1.5 bn a year on roads, mean- 
ing that a programme of new 
construction worth £6bn can be 
maintained. 

London Transport fLT) is to 
have its budget slashed over the 
next three years in a financial 
settlement described yesterday 
by the new Lord Mayor of 
London, Alderman Roger 
COrk. as a “draconian cut". 

It is estimated that London 
Underground alone needs 
£750m a year to upgrade and 
improve its facilities. 

Sir George announced tbat 
LT would receive £650m in 


budget shorts 


1997-98, £310m in 1998-99 and 
just £150m in 1999-2000. 

The news means that LT will 
bave to cover the £300m over- 
spend on the extension of the 
Jubilee underground line by 
making cuts in other projects. 

While describing news of the 
continuation of a £6bn trunk 
roads programme as a “good 
outcome" in an “extremely 
tough spending round". Sir 
George said he had taken a 
“pragmatic" approach to many 
long-term road projects. 

Revealing. that the schemes 
would be scrapped because 
there was insufficient funding to 
complete them for many years, 

HOUSING 


he said that he was keen to pro- 
tect communities from the 
scourge of blight. 

Sir George said: “Rather 
than continuing to maintain 
schemes which have little 
chance of coming to fruition 
within a reasonable timescale. 
I have decided to remove un- 
certainty and the damaging ef- 
fect of blight on individuals 
and neighbourhoods by with- 
drawing most of these 
schemes." 

He added: “This is a seasible 
and realistic course in terms of 
affordability and I am con- 
vinced it is what the public 
wants." 
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Cuts looming 
for legal aid 

A significant future cut in 
legal aid is in prospect under 
yesterday’s projections, 
which predict the first-ever 
year-on -year reduction in 
the scheme’s 47-year history. 

The figures show total net 
expenditure on the demand- 
led service increasing by 6 
per cent in 1997/98, to 
£1.56bn, and by a further 3 
per cent in 1998/99, to 
£1.60bn, but tben falling 
back by 5 per cent in 1999/00 
to£1.51bn. 

The Lord Chancellor’s 
Department suggested even 
without legislative changes 
which would cap the aid 
budget lor the first time, the 
savings could be achieved by 
the merits test being applied 
more strictly, standard land 
invariably lower) fees for 
lawyers and other 
efficiencies. Patricia Wynn 
Davies 

C4 sell-off 
recedes 

Threats to Channel 4’s status 
as a public broadcaster 
receded when the 
Government failed to 
include potential proceeds 
of £lbn from privatisation in 
the Budget. Michael Grade, 
chief executive, who has 
campaigned against a sell-of, 
said: “We are relieved the 
Government has listened to 
sensible and pragmatic 
arguments." Mathew 
Horsman 


Museums 
under threat 

A standstill budget for the 
performing arts and a cut in 
gram to some museum 
brought fears of closures and 
possible museum admission 
charges last nighL 
The British Museum’s suf- 
fered the biggest cut from 
£33.2m to £31.9m. Asked 
about possible staff culs and 
a £5 admissions charge, a 
spokesman said: “The op- 
tions remain very much 
Open." David Lister 


Boost for jails 
and police 

Police and prisons were 
given a £450m boost 
underlining the importance 
of law and order in the 
election. But most of the 3.7 
per cent rise in police 
funding will be eaten up by 
inflation, while the £23 Dm 
jail money is needed to 
contain the escalating 
inmate population. As part 
of the extra funding for the 
police £40m has been made 
available for chief constables 
to recruit 2,000 officers in 
the coming year. 

World Service 
crisis eased 

The Chancellor yesterday 
moved lo fill the £5m 
funding gap faced by the 
BBC World Service by 
settling an annual budget of 
£1 52.4m, up from tbe 
£ 147.4m. The move was 
welcomed by Sam Younger, 
the managing director of the 
World Service, who said the 
settlement recognised the 
efficiency gains of £6.7m in 
the coming year already 
identified by tbe 
broadcaster. Mathew 
Horsman 

Beefing up 
protection 

Pressure to protect 
consumers and attempt to 
restore international 
confidence in British beef 
has meant the Treasury 
having to find additional 
funds of £79 2m. The 
Secretary of Stale for 
Agriculture, Douglas Hogg, 
claimed that the 
government, with the 
increased funding, had now 
set aside some £3,3bn to 
“protect the public and 
restore the market in British 
beer. 

Maff claims that “BSE 
related measures" have been 
given additional funding 
amounting to £730m in the 
coming year, £5S0m for 
1998/99 and £490m for 
1 999/00. James Quick 


‘Cuts will make 
more homeless’ 


Nicholas Schoon 

Environment Correspondent 

Homelessness and bad bousing 
for people on low incomes are 
set to increase because of heavy 
budget cuts, housing experts and 
Labour claimed yesterday. 

About £250m is being cut 
next year from the funds Gov- 
ernment gives to housing asso- 
ciations to build or convert 
homes for those who cannot af- 
ford private sector prices. And 
£200m is being slashed from 
grants to local councils to im- 
prove run-down council homes. 

Labour's housing spokesman 
Nick Raynsford said: “This is ut- 
terly disastrous. It means more 
people living more of their lives 
in squalid, sub-standard ac- 
commodation.” 

Mr Raynsford also condem- 
ned a change in housing bene- 
fit rules which means that any 
single person under 60 will not 
qualify for the payments if they 
live in self-contained accom- 
modation with their own bath- 
room and kitchen facilities. 

“They’ve already made that 
a rule for single people under 
25," he said. “It means more 
people forced into houses in 


multiple occupation, which tend 
to be more run-down and have 
higher fire risks.” 

A recent report on housing 
by the cross-party Common's 
environment committee said 
about 90.000 new, affordable 
homes a year were needed for 
low-income households. The 
Government's estimate Is that 
the need is for 60.000 u year. 

But with the latest budget 
cuts, housing groups and the 
Housing Corporation were 
united in saying even the Gov- 
ernment’s lower target would be 
seriously undershot. 

John Perry, director of poli- 
cy at the Chartered Institute of 
Housing, said: “The Govern- 
ment says it is making a prior- 
ity of increasing spending on 
health, education and prevent- 
ing crime. But grotty, deterio- 
rating housing contributes to 
problems in aU those areas.” 

John Gummer, Secretary of 
State for the Environment, an- 
nouced a £70m package aimed 
at encouraging more councils to 
sell council flats and houses to . gi 
private-sector landlords. Some P : - * 
230.000 rented homes have 
been transferred in England, 
around six percent of the total. 


Finance Section 


*'“ an c® Section begins on Plage 20 
in The Independent Tabloid today. 

relevant ^ editorial you can find pages 
of Finance and Accountancy vacancies on offer. 

A selection of these 
advertisers include: 

• Scottish Equitable • David Chorley 

• Robert Walters Associates 

Associates - Sadlers Wells 

•RA» Advertising m SITA 

•Hite he nor Maher •D.P. Options 


•and many more. 


Every Wednesday in 
THE 'NDEPENDENT tabloid 


Cj* 1 \S£> 


























tjfj 


THE INDEPENDENT * WEDNFvgQAY 27 NOVEMBER 1996 


17 


% > 




t 


•n r*t m* 


*■ f« •< 




M I- " 


«■ • ‘ 


>*» * 






* 






a 


«* * 


+*- 




THE HEALTH SERVICE 



get a 





t> 


Glenda Cooper 


Doctors got the “healthy Bad- 
ger that they bad demanded 
from the Chancellor yesterday 
as nearly a billion pounds of new 
money was given for patient ser- 
vices. 

The British Medical Associ- 
ation and the National Associ- 
ation of Health Authorities and 
Trusts had earlier warned that 
without an increase of 3 per cent 
on top of inflation, hospitals 
would be plunged into crisis this 
winter. 

The Chancellor announced 
yesterday that spending on pa- 
tient services was to increase by 
£1.6bn or 2.9 per cent in real 
terms, and the crucial area of 
hospital spending was to be 3 
percent. 

Of the total, £800m will be 
new money for the NHS over 
and above that needed to cope 
with inflation, projected to run 
at 2 per cent This is £3m more 
than wbat was expected. 

Dr Sandy Macara; chairman 
of the BMA Council, said it was 
“a tremendous success for the 
BMA's autumn lobbying on the 
financial crisis facing oar hos- 
pitals", but warned that it would 
not avert this winter’s crisis 
unless there was some other 
cash injection to get health au- 
thorities out of their current 
deficit. 

The Secretary of State for 
Health, Stephen Dorrell, had 
fought hard against public 


spending cuts after a series of 
meetings at Downing Street 
earlier this month. 

He said that alongside the ex- 
tra cash the Government would 

again be setting a demanding ef- 
fidency target for the NHS of 
2.7 per cent. The _ efficiency 
gams ittsre expected cb be worth 
about £525m over and above the 
new funding from the taxpayer. 

Naming the NHS as one of 
the three public services that 
people “really care about", 
Kenneth Darke told the House 
of Commons: “The NHS has 
been safe in our hands, it is safe 
in our hands and it will always 
be safe In our hands." 

“We are totally committed to 
the National Health Service as 
a public service providing high 
quality Up-tO-date tr eatme nt, 

free at the point of delivery.'’ 

Marco Cferesle, chairman of 
the NHS Trust Federation, said 
that the Chancellor’s action 
was “welcome”. 

“The Government's com- 
mhment to tins dam £L6bn win 
help trusts avert unnecessary 
financial crises hr future years. 
This is positive news for the 
NHS ana will be met with a sigh 
of relief in trusts Up and down 
the-countryi” ' 

But Labour claimed that ac- 
tual spending for the Depart- 
ment of Health would actually 
fall by 0.7 per cent “Even in 
health, there is absolute classic 
Take with one hand, give with 
the other’." 


New spending plans 
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SPENDING 


Mr Blair said the Govern- 
ment always promised . more 
for health and education. “But 
look at the facts of what is lup- 
in the NHS," he said. 

! lists rising again, 36 
trusts" in deficit, 20,000 more 
managers and 50,000 fewer 
nurses.” 

And the Royal College of 
Nursing said that the new mon- 
ey had to be properly targeted 
if the NHS was to avoid agrim 
winter. 

“Many trusts face operating 
with a vacancy .rate tor regis- 
tered nurses of up to 20 per 
cent," said Tom Bulger, assistant 
general secretary. 

“The Government urgently 
needs to address the chronic 
shortage of nurses if patient care 
is not to suffer." 

The Private Finance Initiative 
investment in the NHS will 
also reach some £900m over the 
next three years cm top of in- 
creased public spending. The 
PFI contract for the Norfolk 
and Norwich hospital scheme, 
worth close to £200m, was 
signed yesterday, and others will 
follow, the Chancellor-said. 

Health organisations also 
welcomed the increase in duty 
on cigarettes and “akopops". 

A spokeswoman for the Roy- 
al College of Physicians said: 
“We welcome what we see as a 
healthy Budget for young peo- 
ple by helping to keep 
tobacco and alcohol out of the 
financial reach of children.” 



A less generous settlement than last year means that, despite an extra £633 million, class sizes seem destined to rise 

SCHOOLS’ SETTLEMENT 

Cash can’t slow growth in class sizes 


Judith Judd 

andRw Abrams 

Local authorities predicted last 
night that class fees would rise 
again tins year after a schools 
settlement that is less generous 
than last year's. 

Schools will be allowed an ex- 
tra £633m, channelled through 
local authorities, compared to 
an extra £770m last year when 
Gillian Shephard, Secretary of 
State for Education, gave in to 
pressure against cuts from par- 
ents and teachers. 

- Mrs Shephard said she had 
secured priority for education 
in the public spending round. 
“So long as pay settlements are 
at affordable level our schools 
will be able to fond the in- 
crease iurpupQs numbers and 
other pressures which they 


will face next year,” she said. 

But local authorities said 
that last year’s schools’ budget 
amounted to a standstill and the 
failure to match it this year 
meant that there would not be 
enough money to keep pace 
with inflation and rising pupil 
numbers. Though large-scale 
teachers redundancies might 
be avoided, class sizes would 
continue to rise. 

The extra £50m for building 
will make little difference to an 
estimated £32bn renovation bin. 

Schools wfll have to bid for 
£60m for school security in a 
scheme which wiD require local 
authorities to contribute £4 for 
every £6 of government grant 
Ministers have cut £56m 
from the money promised for 
the nursery-voucher scheme af- 
ter pilot schemes showed that 


it was unlikely that there would 
be 100 per cent take-up. 

Universities, which threat* 
eued to start charging tuition fees 
unless last year's big cuts were 
reversed, fared better. They will 
get an extra £100m in each of the 
next two years but face cuts at 
the turn of the century. 

David Blunkett, shadow ed- 
ucation secretary, said: “The 
Tbries are betraying Britain's 
toddlers and their parents. The 
£5 6m cut in extra money 
promised ai every opportunity 
for nursery education means 
that they are clearly refusing to 
guarantee places for all four- 
year-olds." 

Doug McAvoy, general sec- 
retary of the National Union of 
Teachers, said: "In front of a 
general election, the Govern- 
ment offers a sticking plaster 


which will not cover the cut nor 
fool parents. Its so-called pro- 
tection of education is too lit- 
tle, t$o late." 

The real effect of the schools' 
settlement will be revealed to- 
day when details of council 
budgets are announced. 

Mrs Shephard said it would 
be for councils to decide how to 
allocate the available funding 
but parents would expect them 
to give priority to schools. 

David Whitbread of the As- 
sociation of County Councils 
said: "This Budget means belt- 
tightening. For schools to have 
a similar experience this year as 
last we need the same amount 
of money." Graham Lane of the 
Association of Metropolitan 
Authorities said ministers had 
performed “a conjurer’s trick". 
More monev for education 


should come out of income tax 
and not out of council tax bills. 

Professor Gareth Roberts, 
chairman of the committee of 
' vice-chancellors and principals, 
welcomed the recognition of the 
crisis in higher education. The 
new money would help to tide 
universities over until Sir Ron 
Dealing's review reported. 


Budget and 
Business 
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I t takes courage 
to start your own 
business, but you can 
feel more sure of success if you 
get information and support from Lloyds Bank. 

Take voter first step toda y - call us, and 
we’ll send you a free copy of the Penguin Small 
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CORPORATION tax 


1,000 ‘ghostbusters’ to hunt tax dodgers 


Roger Trapp 

Aa army of 1,000 “ghost- 
busters" Is to be deployed 
against big business and in- 
ternational companies as part 
of a bid to gain an extra £2bn 
in tax over the next three years. 

The Government's crack- 
down on tax avoidance - in a 
package of measures under 
the slogan “Spend to Save" - 
was aimed, said Mr Clarke, at 
those companies that were 
“economical with their tax". It 
confirms reports that the In- 
land Revenue is increasingly ex- 
amining the tax arrangements 
of large companies. 

The Treasury said that the 
action would build on what had 
already been done by the Rev- 
enue and Customs and Excise, 
which is responsible for col- 
lection of value-added tax. The 
stepping up of their compliance 
activities would coincide with 
extra efforts against benefit 
fraud by the Department of So- 
cial Security. 

The departments will spend 
£300m over the next three 
years in order to gain the sav- 


Crackdown on big business avoidance aims to take an extra £2bn 


mgs estimated at £6.7bn. The 
annual cost of the new anti- 
fraud and tax avoidance mea- 
sures will rise from £20 0m in 
1997-98 to more than £3 00m in 
1999-2000. Estimated savings 
will rise from £900m next year 
to £3.3bn by the third year. 

The extra revenue man- 
power will result from the re- 

Companies that 
are ‘economical 
with their tax' 
are the target 

deployment of staff on to 
collection and inquiry work as 
a result of the introduction of 
self-assessment. 

Among the specific mea- 
sures announced for the Rev- 
enue are: 

□ The ability to undertake ad- 


ditional corporate tax inquiries 
and investigations into in- 
ternational transactions 

□ The speeding up of the 
settlement of outstanding tax 
liabilities 

□ Further action to counter the 
shadow economy 

The moves were welcomed 
by Michael Rogerson of ac- 
countants Grant Thornton as 
creating “a level playing field 
for small and medium-sized en- 
terprises". Such companies 
had not benefited from ihe 
schemes devised by tax spe- 
cialists for larger companies, he 
said. 

However, Richard CoJlier- 
Keywood of accountants 
Coopers •& Lybrand said: “It is 
important that any additional 
Inland Revenue scrutiny of 
businesses is Dot a collection of 
fishing trips which only serve 
to increase the compliance 
burden on businesses, deflect- 
ing them from their core ac- 
tivity. This will probably 


require significant retraining of 
the Revenue’s redeployed re- 
sources." 

Ian Barlow, head of tax at 
KPMG, added that the 190 
companies who pay 85 per 
cent of the total corporation tax 
take would be hit by so many 
extra inspectors looking into 
their affairs. He doubted that 
the actions would recover any- 
thing like the sums predicted 
by the Chancellor. 

The attack on abuses of the 
system is part of a trend and 
■follows growing concern about 
falling revenues - even though 
Conservative ministers have 
traditionally argued that low- 
er rates of tax encourage 
greater compliance with the law 
and make tax planning less 
worthwhile. 

The establishment more 
than two years ago of the 
Large Groups Office is helping 
different branches of the Rev- 
enue to co-ordinate their ap- 
proach. But tax advisers also 


talk of more aggressive tactics 
by inspectors, who are in- 
creasingly being promoted on 
the strength of their success in 
investigations. 

Shortly before last year’s 
Budget, the Inland Revenue 
published a consultation doc- 
ument that looked at requiring 
UK-domiciled companies to 
demonstrate that transactions 
have been made for “business 
purposes” rather than simply to 
avoid paying tax. Such a move, 
if implemented, would bring 
Britain into line with other 
countries, such as Canada, that 
have increased their tax take, 
clamping down on avoidance 
through rigorous application of 
such a test. 

Last year, 77w Independent 
revealed the extensive use of 
tax avoidance tactics by com- 
panies such as News Interna- 
tional, Rupert Murdoch’s 
UK-based publisher of na- 
tional newspapers. 

Pointing out that he wanted 


to keep tax cuts under his wn- 
trol, Mr Darke said he aimed 
to “make sure we get the right 
tax from the right people”. 

The dampdown also extends 
to VAT where - in addition to 
confirming the imposition of a 
three-year limit on refund 
claims - there will be greater 
efforts to tighten up on reliefs 

The attack on 
abuses follows 
concern about 
falling revenues 

and on schemes used by re- 
tailers. However, the Govern- 
ment’s hopes of raising an 
■extra £750m a year were ques- 
tioned by tax experts, who say 
that repeated shortfalls in re- 
ceipts probably have more to 
do with the department’s mod- 


elling than with widespread 
avoidance. . 

The Chancellor also said that 
employers’ National Insurance 
contributions would be cut by 0-* 

per cent to 10 per cent and that, 

while the employees’ rates and 
the lower rates for employers 
would remain unchanged, the 
lower and upper earnings lim- 
its would be indexed. 

He also confirmed plans to 
impose a three-year limit on 
VAT refund claims. The move 
followed a series of legal bat- 
tles between Customs and such 
companies as mail-order 
groups GUS Home Shopping 
and Kay & Co and drinks 
group Allied Domecq over the 
decision in July to seek to re- 
duce the Exchequer’s exposure 
to large potential reductions in 
revenue by preventing compa- 
nies claiming refunds of over- 
paid tax back to when it was 
introduced in 1973. 

However, Mr Clarke sought 
to head off criticism by an- 
nouncing that Customs would 
only be able to pursue claims 
for three years instead of the 
current six years. 


BUSINESS REACTJON 


Businesses 
divided over 
the cost of 
tax cuts 


Chris Godsmark 

Business Correspondent 

Leading business groups were 
divided about whether the 
Chancellor had preserved the 
“careful balance" of his tax 
polity to avoid “damaging" 
rises in interest rates to meet his 
inflation target. 

The Confederation of British 
Industry, which had warned 
thai the Chancellor's scope for 
tax cuts was “close to zero", said 
the lp cut in the basic rate was 
“acceptable," though it was 
concerned about the number of 
other tax changes which would 
add to companies' costs. 

The CBI, headed by Adair 
Turner, said; “We need to look 
closely at the details of planned 
reductions in public spending, 
in particular the balance be- 
tween real sustainable reduc- 
tions and one-off measures." 

David Richardson, president 
of the British Chambers of 
Commerce, was scathing about 
the lp cut in income tax which 
he said “would do nothing for 
business and investment'’. 

He continued: “Only time 
will be the best test of the infla- 
tionary consequences of this 
one penny cut. The worry for 
business is that while the cut is 
affordable to the Exchequer, jt 
may not be affordable to busi- 
ness if interest rates have to rise.” 

He also claimed the abolition 
of profit-related pay could hit 
inflation because firms would 
hare to raise pav to compensate. 

However. Sir David Simon, 
chairman of the BP oil group, 
was more confident the Gov- 
ernment had not taken undue 
risks with interest rates. He said- 
"The Chancellor's move to 
tighten fiscal policy should re- 
duce die risk of further pressure 
on monetary policy and keep 
the economy stable and pre- 
dictable. 1 particularly welcome 
that we are on track ib meet the 
Maastricht criteria." 

His comments were backed 
by the British Retail Consor- 
tium, which described the Bud- 


get as “well-judged". Andrew 
Higginson, the BRC chairman, 
said the modest tax cut “should 
help maintain the current mo- 
mentum in retail sales which is 
being achieved without price 
inflation". 

Sir Ronald Hampel, chair- 
man of IC.I, also endorsed the 
Chancellors strategy. “The cuts 
in public expenditure and small 
increase in revenues should 
enable the economy to continue 
to expand without giving rise to 
undue risks of inflation. The 
fiscal balance should also help 
keep interest rates low.” he 
said. 

The housing industry was 
split on the impact of the Bud- 
get. Joe Dywer, chairman and 
chief executive of housebuilders 
George Wimpey. was pleased 
that Mr Darke had gone for 
only limited giveaways. He said: 
“The modest tax cuts along 
with continued low inflation, 
economic growth at current 
levels may strengthen the ‘feel- 
good factor which is so impor- 
tant to our business and 
accelerate the speed of the 
housing market recovery." 

However, ihe Royal Institute 
of Chartered Surveyors thought 
the bousing market would get 
little help from the tax cul 
which Is claimed would be off- 
set by expected interest rate 
increases in the longer term and 
the less of profit related pay. In 
addition, the Building Em- 
ployers Confederation (BEC) 
was concerned about the cuts in 
capital spending programmes, 
including the big reductions in 
roads programmes which is 
feared would not be compen- 
sated for by the Private Finance 
Initiative. However, the BEC 
did welcome the extra £50m of 
funding for improving school 
buildings, the crackdown on 
VAT evasion and the measures 
to reduce the business rates. 

The Institute of Export wel- 
comed the Chancellor’s glowing 
praise for British exporters, but 
attacked the 100 per cent jump 
in the tax on air fares. 



Water off a duck’s back: Graham Hallewell is unmoved by Kenneth Clarke's cautious Budget Photograph: Howard Barlow 


Entrepreneur laments lack of incentives 


Chris Godsmark 

Business Correspondent 

Graham Hallewell began his 
fabric-coating business in Man- 
chester in 1979, just as Mar- 
garet Thatcher was purring 
together her first administra- 
tion. 

After seventeen years of 
Conservative budgets Mr 
Hallewell was as under- 
whelmed as ever by Kenneth 
Clarke's latest performance. 
He said: “I just don't see any- 
thing there which gives incen- 
tives to small firms. I welcome 
lower personal taxes but in 
terms of my business there 
are plenty of extra costs and 
nothing to offset against them." 


Mr Hallewell. 51, created 
Coverplus after spotting a mar- 
ket for waterproof, breath- 
able. outdoor clothing. He 
developed a process which 
coals fabrics bought in from 
outside suppliers, mostly from 
the UK. 

In the last five years, sales 
growth has been dramatic as 
the company won contracts to 
supply waterproof jackets to 
the Post Office. British Telecom 
and the Metropolitan Police. 
But increasingly Coverplus has 
looked to exports, which now 
account for 6(1 per cent of 
sales. 

He was also disappointed by 
the absence of any mention in 
the Chancellor’s speech of the 


strong pound." He didn't men- 
tion Sterling. We are working 
against a very strong pound ana 
we are finding it very difficult 
when there is so little help for 
exporters." 

Business, in his words, is “ex- 
cellent" at present, bul the 
biggest concern is that interest 
rates will have to rise to curb 
inflation, further boosting the 
already strong value of Sterling. 
Given this scenario the tax 
cuts announced yesterday, 
chough modest, were were not 
what Coverplus needed. 

He had hoped for at least a 
neutral budget with no tax 
giveaways to help keep inter- 
est rates down. Though Mr 
Darke insisted he would not 


risk his cautious monetary 
stance, Mr Hallewell was not 
convinced. 

He explained: “I can still see 
after the budget that there 
will be more rises in interest 
rates. I want to see rates com- 
ing down, not going up. The 
penny off income tax is a vote- 
catcher and I don't see it help- 
ing that situation." 

Ccrveiplus’s export drive has 
meant Mr Hallewell making 
frequent trips abroad and he has 
been appalled at the high cost 
of European air fares. HGs return 
ticket to Eindhoven in The 
Netherlands costs £418, so the 
doubling of the tax on air trav- 
el hit a raw nerve: “This realty 
gets to me. It won’t break the 


bank, but we have a Govern- 
ment talking about export dri- 
ves and then putting a tax on 
exporting." 

Another direct increase in his 
costs will come from the 3p a 
litre rise in fiiel costs, Coverplus 
spends £40,000 a year on petrol 
for business travel. He predicts 
delivery charges for goods will 
also rise. 

This is Dot to say that Mr 
Hallewell, who describes himself 
as “totally non-political,” expects 
any better from a Labour Gov- 
ernment: “Manufacturing has 
been decimated in the North 
West but I just don’t see politi- 
cians of either party helping. It's 
all promises, but when do they 
ever put them into practice?” 


Rates 

cheer 

for 

small 

firms 


Jill Treanor 

Ranking Correspondent 

Small businesses gave the 
moves to assist them announced 
in ihe Budget a cautious wel- 
come, but criticised the Chan- 
cellor for not going far enauaji. 
Thev also warned that the 
phased abolition of profit-re- 
lated pay (PRP) could increase 
their payroll costs. 

The Budget announced lour 
mam benefits for small firms, the 
main one being the reduction in 
the rate of corporation tax paid 
by 400,000 small business from 
24 p to 23 p, in line with the cul 
in the basic rate of income tax 
paid by three million self em- 
ployed people. 

Mr Darke froze the rales bills 
for small properties, claiming 
this would benefit 13 million 
small business properties in 
1997/8. He also increased the 
registration threshold for value 
added tax (VAT) from £47.000 
to £48.000. 

The budget introduced re- 
laxations in the rules covering 
venture captial trusts (VCTJ 
and enterprise investment 
schemes (E1S) which are used ^ 
by small businesses and the r‘j 
self-employed. * 

But small companies ex- 
pected to be hit by the hike in 
insurance premium tax to 4.0 
per cent and lamented the lack 
of measures to encourage in- 
vestment in plant and equip- 


‘I give it a very 
cautious 
welcome but 
there’s very 
little there’ 


cent from its current level of 40 
per cent and would have wel- 
comed more progress on scal- 
ing bade inheritance and capital 
gains tax. 

Tbny Bonner, chairman of the 
Confederation of British In- 
dustry's small and medium sized 
enterprise council, said: “We 
welcome the reduction in the 
rate of corporation tax for 
smaller firms, the decision io 
equalise the time limits on the 
recovery of VAT and the ben- 
efits to small businesses of the 
reductions in the uniform busi- 
ness rate." 

But Mr Bonner added “The 
progressive abolition of profit 
related pay does not augur well 
for future payroll costs." 

Simon Rees, senior partner 
at Rees Pollock, a London- 
based accountancy firm which 
specialises in small businesses, 
also warned of possible higher 
salary bills. 

“There has to be some con- 
cern about the phased abolition 
Of PRP It’s unlikely employees 
would accept a fall in take-home 
pay," said Mr Rees. “The PRP 
changes could hit small busi- 
nesses quite badly over lime." 

He estimated a quarter of his 
small business clients used PRP, 
which Mr Clarke said would be 
phased out in three stages bv 
2000 . - 1 

John Emm ins, vice chair- 
man of the Federation of Small 
Business which has 93,000 
members across the country, 
said the budget had done noth- 
ing to deter late payment of 
bills, estimated to cost £20bn.. 
“I give it a cautious welcome but 
there's very little there. It hasn't 
done us too much damage." 





VERDICT OF THE WISE MEN AND WOMEN 

Treasury advisers disagree over need for rate rise 


John Willcoek 


The Government's panel of 
“wise persons" disagreed sharply 
last night in their reactions to the 
Budget. Two thought the Chan- 
cellor would immediately be 
forced to raise interest rates, 
while a third thought rates 
should be “cut sharply". 

Martin Wealc, National 
Institute for Economic and 
Social Research, said the 
Budget was “disappointing. It 
doesn’t put the pufrlic finances 
on a sound basis". 

“There hasn’t been a genuine 
fiscal tightening. Mr Darke 
could have taken the revenue 
from the profit-related pay 
straight into the Budget, instead 
of putting it off until 1998. 

-The PSBR al £l9bn is sliD too 
high to be sustainable. The total 



fiscal tightening is only by half a 
billion pounds. The Chancellor 
needs to raise interest rates by 
quarter of I per cent sooner 
rather than later." 

Gayyn Davies, chief economist 
at Goldman Sachs and an unof- 
ficial adviser to Labour, said 
the PSBR was still far loo high. 


“Given the way the economy 
is behaving, the PSBR in 1996/7 
should have been much lower 
than £26bn.... 

“The economy is now era- 
harking on a powerful and dan- 
gerous consumer-led boom, 
much as it did in 1987/88." 

Professor Patrick Minford 


of Liverpool University, who is 
due- to stand aside as a wise per- 
son, was as usual on his own in 
calling for an immediate “sharp 
cut in interest rates”. 

While Mr Clarke did “the 
maximum that the consensus 
permitted" with “desirable 
moves to greater ncntrality on 


taxes". Professor Minford com- Roger Bootle, chief econo- 
plained there was a "cloud mist with HSBC, whose slogan 
overhanging the Budget”. in recent years has been “infla- 

"The green light given foster- tion hi dead", described the 
ling by interest rate policy is a se- Budget as “prudent but dull." 
nous danger, lb extinguish it Mr “The big issue is whether it is 
Clarice should cut interest rates prudent enough to prevent the 
temporarily, but possibly sharply. Governor of the Bank of Eng- 
as a warning to sterling buyers.” land from pressing for another 


interest rate rise. Mr Darke's in- 
flation forecast of 3 per cent by 
the end of the year clearly 
shows he is optimistic he can get 
away without another rate rise, 
“With a following wind the in- 
flation .fate might just get there, 
but this runs agains t prev ailing 
pessimism and recent figures " 


ikauiuv/i i; 

factory, but it is disapp 
that personal tax cut: 
funded by raising busine 

— LI! . 


“The balance of the pad 

is tight enough to make anc 
interest rate nse unnecessary 
the Budget does add a litt 

hffiatkmary pressures becat 
boosts the private sector," 
Bridgette RoseweU of f 
ness Strategies said the Bu 

was “boring -but the right! 

to do". 

"The Chancellor can leav 

terest rates right where they 

His Budget was certainty 
dent and cautious, the f 
tightening was okay." 

Tim Congdon of Loral 
Street Research was unavai 
for comment. 
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THE BUDGET AND BUSINESS 




Oh, for a good old-fashioned 1980 s-style Budget 


JEREMY WARNER 


“Where were the deep 
cuts in welfare and 
other spending to' 
finance big tax cuts? . 
Where was the radical 
agenda, the Budget 
that demonstrates 
there's an idea 1 or 
two in the old 
Cabinet yet?' .. 


T Tevpresto... and, er... is that it? Where’s 
XXthe trick? No rabbit, do puff of smoke, 
nothing very remarkable at alL A reasonably 
populist set of measures which steals a few 
of Labours clothes, if not quite its under- 
psmts. but m most respects a thoioagiily pre- 
dictable Bu^et of the type we have come 
to expect from Kenneth Clarice— so lacking 
in spice, in fact, that the only real story to 
emerge from the most serious Budget leak 
of the century was the leak itself ' 

The financial markets wfll thank the 
Chancellor for that; whether the electorate 
does is another matter. This was a Budget 
designed to appeal more to our virtue than 
our pockets, more, in truth, to the markets 
ami their love of financial probity than the 
ballot bos; a Budget that will sorely test the 
Chancellor’s contention that good eco- 
nomics is idso goodjpolitks. As likely as not, 
he'll be slaughtered in the Ibry press for iL 
Where were the deep cuts in welfare and 
other spending to fin anc e big Lax cute? Where 
was the radical a genda the Budget that 
demonstrates there’s an idea or two in the 
old Cabinet yet? 

Oh for the 1980s when Budgets were fun 
and Sled with the spirit of adventure. At least, 
however, Mr Clarke has been as good as his 
word and for that we should be grateful. We 
have here a Budget the public finances can 
afford, not the massive pre-election give-away 
urged on the Chancellor by some of his more 


hysterically minded bad; bencheis. And let's 
not be churlish about this either. There are 
some good, solid and focntR^gbly worthwhile 
measures here. The “spend to save" pack- 
age isso obviously called for, in both the tax 
ami benefits system, that it is a wonder more 
has not been done on this front before. 

The caveat here, of course, is that the re-' 
turns talked of by Mr Clarke and now built 
into the public finance forecasts are a lot less 
certain than most. Indeed, they may be lit- 
tle more than wishful thinkin g. All the 
same, a crackdown on corporate tax avoid- 
ance, assuming that the tax lawyers and ac- 
countants can m practice be reined in, is self 
evidently preferable to a general increase in 
corporation tax, while nobody, can argue ^ with 
furtherreduring the tax burden on small to 
medium-sized companies. ' 

- Organised tax avoidance has become a 
cancer on the nation, Hk*f»rtfngnw ket*i, giv- 
ing unfair advantage to those who practice 
it, arid forcing those of us in the corporate 
and personal sectors who do abide bythe spir- 
it of the rules to pay more. Ib practice tax 
avoidance in the name of “tax effidtency**, 
as many do, is xuerely to give a'respectable 
name to what is fundamentally a dishonest 
and corrupt endeavour. So here’s a measure 
likely to appeal to all, other than those who 
routinely fail to pay their dues. It's a bit like 
the pleasure we all get from seeing a Rolls 
Royce wheel clamped. Serves the so and so 


righUmostafustbijik, even though we’d hate 
to have the same thing done to us. 

But the real cleverness in this Budget is 
in the fact that Mr Clarke has managed to 
combine three apparently irreconcilable 
things - a reduction in income tax. a reduc- 
tion in key public bonowing forecasts, and 
increased spending on the vote-catching ar- 
eas of law and order, health and education. 

He's also largely managed to avoid the ob- 
vious temptation of robbing Peter to pay Paul 

- clobbering the corporate sector to find pre- 
election tax cuts for the masses. As for the 
phasing out of profit-related pay, well, that’s 
going to bit highly paid Tory voters hardest, 
but who cares? They are hardly likely to turn 
round and vote for Mr Blair. They’ll lose a 
perk, but they can be sure it will be worse 
under Labour. Profit-related pay bos grown 
like topsy in recent years and it is a tax break 
which has, in any case, been widely abused. 

O n the public finances, too, the Chancellor 
appears to be steering as good a course 
through the reefs as could reasonably be ex- 
pected. Recent Budgets have bad to be set 
against the backdrop of repeated upward re- 
visions in the borrowing requirement, with 
the medium-term goal of a balanced Bud- 
get being constantly set back each year like 
a receding horizon. 

Last summer's economic forecasts moved 
the borrowing target for this year up by £5bn 


and next year by £8bn. Ear a change, the num- 
bers now seem to be moving in the Chan- 
cellor's direction. The forecasts of borrowing 
are still higher than they were in the Bud- 
get last year, and again the prospect of a bal- 
anced budget is put back, this time into the 
next millennium (not much sign of progress 
there), but even so the figures are now look- 
ing much better than in the summer fore- 
cast This actually has very little to do with 
spending cuts, or any kind of structural re- 
form in the public finances. The main drive 
comes from growth in the economy, which 
naturally increases the size of the tax lake. 
In the pit the Treasury has hopelessly over- 
estimated the effect of economic growth on 
taxes, which in pan explains why it has got 
the bonowing forecasts so wrong. It now 
seems to be the case, however, that the tax 
shortfalls arc beginning to be made good. As 
the Chancellor was keen to stress, there is 
still a long way to go on this front, but things 
are looking better. 

Furthermore, the tax take is due to rise 
in any case as a result of previously an- 
nounced measures now coming through. 
Without delving into the detailed depart- 
mental spending budgets, it is hard to know 
wbat jiggery pokery there's been to make the 
figures work on the spending side of the bal- 
ance sheet (more on that tomorrow). All we 
can be certain of is there is bound to have 
been some. As always, the main cut in spend- 


ing is achieved not through real cost cutting, 
but through the time-honoured wheeze of 
cutting back on the reserve for unexpected 
spending (so no much progress there either). 

All the same, it can readily be seen that 
Mr Clarice had quite a lot of elbow room. 
In the end, he resisted the temptation to 
squander it. or even significantly capitalise 
on iL The overall effect of the Budget is a 
slight fiscal tightening. 

We are thus left with a Budget which is 
as economically sound as you arc ever like- 
ly to get just ahead of a general election. The 
Chancellor has stolen or mirrored some of 
Labour's least contentious ideas, hut he has 
stopped short of radical tax reform. He's also 
i adopted the policy most likely to benefit btisi- 
i ness and the economy, 
j Big tax cuts would inevitably have in- 
! creased the economy's reliance on consumer 
! spending, caused higher interest rates and 
reinforced the pound's strength in foreign 
exchange markets. Mr Clarke has chosen the 
alternative route, trusting in the underlying 
strength of the economy to deliver him the 
votes be needs to get most of these measures 
onto the statute books. 

More can always be done, but on the whole 
this is a good Budget for husiness. A good 
Budget for Mr Clarice? What tax cutting 
there's been is carefully targeted at middle 
income to relatively well off. But is it 
enough? 
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The City gave a lukewarm wel- 
come to Ken Clarke’s last bud- 
get before foe General Election, 
confirming the stock paarket 
adage that it is better to travel 
than to arrive. Shares, which had 
risen bv more than 100 points 
in foe past three trading days in 
anticipation of a fiscally prudent 
budget dosed well oftthe all- 
time high they readied before 
the Chancellor got tp his feet' 

Having briefly touched 
4.094.4 after the market opened 
yesterday morning, breaking 
through the prevrousaD-time 
high of 4,073.1 achieved last 
month, the FTSE 100 index of 
leading shares cfosedonfy 13:8 
points hidier at.4,068.4.. 

The fiafi during the Chanced 
kir's relatively neutral speech re- 
flected potentially bad news 


The market yesterday 



fiity 

rms 




U^01W0;15?D.tm 

for retideis and insurance com- 
panies in the measures he an- 
nounced, a weak showing from 
Wall Street and the realisation . 
foal huerest rates are still head- 
ed upwards. 

> ; Dealeissaid they expected lit- 
tle change or, at worst; a small 
faU in foe market this morning, 
but they cautioned that thoUS- 
market remained. a greater in- 
fluence than the measures in a 
budget that was widely pre- 
dicted even before yesterday's 
leaks to the press. 

Retail groups were some of 
the_ hardest hit from -a combi- 
nation of planned 'moves'. to 
plug toopbcfcs avoiding VAT cm 
goods bought with insurance 
policies. Dixons dropped 2Gp.io 
S50p ; wft0e Woolworths^o- 
Cbmet- group Kingfisher lost 
14pto634p. . 

Meet brewers were ahead 
pit the news that beer duty is'tp 
befrazen. Whitbread added4p 
to.7S5p, and Wolverhampton & 
Dudley Breweries. wen r lp high-^ 


duced duty on spirits by 26p a 
bottle, but Bass dipped 4p to 
SlOp on plans to ixnaease taxon 
alcopops by between 7p and 8p 
a bottle. 

Bob Seinple,e!quitytstrategist 
at NatWest Securities, said: 
‘There was nothing there that 
people weren’t expecting. He 
has been a good boy and the 
overall budget stance was steady 
-as she goes.” 

- He. warned, however, that 
with consumer spending, by 
the Chancellor’s own admission, 
continuing to motor, Eddie 
George, foe Governor of the 
Bank trf England, would keep 
rate rise 


ore the next election. 

_ The .neat meetingbetween die 
■Chancellor and Mr George is 
.gc fi e dule dlor 11 Decemberand 
the markets continue to predict 
a. small rise in interest rates by 
foe end of the year. December 
short sterling, a rommqnly used 
: iaaieasure of the market's expec- 
tations for interest rates, dosed 
^Sghtly; higher at 9338, imply- 
ing a yield of 6.42, above foe cur- 
rent 6 per cent base rate. 

. Despite the inevitability of 
higher interest rates eventual- 
ly, foe gflt market warmed to foe 
reduction in foe Chancellor's 
forecast for the Government’s 
deficit, even. if some analysts 
questioned foe adiievabiHty of 
foe sort of performance he ex- 
pected. Mr Clarke predicted a 
fall in foe public sector bor- 
rowing requirement nest year to 
under £20bo, at foe low eud of 
expectations. 

Lower government deficits 
are good for gilts because they 
take the pressure off the gov- 
ernment to issue more bonds to 
make up foe financing shortfall 
That enhances foe value of 
bonds in circulation. - 

Most analysts felt that foe tax ■ 
measures announced yester- 
day. while prudent and cautious, 
were small beer compared to 
the giant stimulus to foe econ- 
omy foal almost £20bn of wind- 
fall gains from foe flotation of 
various building societies will 
create. That money is likely to 
be a big factor in, foe 4 per cent 
consumer spending growth that 
the Chancellor forecast and 
will foe] the Bank of England’s 
argument that interest rates 
should rise; 

Richard Kersley, equity 
strategist at BZW; said that in 
the short term, foe Chancellor's 
relatively bulfishJorecast for in- 
flation made the chance of an 
early interest rate rise less like- 
ly, but he pointed© a couple 
of worrying issues for particu- 
lar sectors of fife market. 

- Mr Clarke's (tettammation to 
down QH‘ tax loopholes 

more dasety at Companies with 
low .effective' iterates. Sectors 



A trader at HSBC Midland takes time off from considering the Budget speech yesterday Photograph: Andrew Buurman 
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City Editor 

The spread betting industiy 
suffered its biggest loss on the 
Budget before foe Chancel- 
lor, Kenneth Clarke, had even 
got to his feet yesterday. The 
leaking of many of the pro- 
posed measures' to the Daily 
Mirror meant City Index, the 
specialist in financial markets 
gambling, had to close the 
book on aO its excise duty bets. 

No new wagers were ac- 
cepted on the expected tax 
changes on cigarettes, petrol 
and scotch, taking foe edge off 
one of foe busiest days for foe 
industry. Bets remained open 
on foe length of the Chancel- 
lor’s, speech, as they did at. 
Sporting Index, City's rival and 
the leading firm in sports 
spread betting. 

The most popular gamble, 
that Ken Clarke would enjoy his 
final speech before foe election 
paid off, but only just. At foe 
end of last week it was possi- 
ble to place a bet that would pay 
out if the Chancellor spoke for 
more than 74 minutes so the 75 
minutes he spent on his feet 
meant foe professionals were a 
few hundred pounds out of 
pocket on that bet. 

The biggest bet of all at City 
Index - £1,000 per minute on 
foe length of the speech - 
ended up as foe wager that 
wasn't. A regular client with 
City took this big punt but, hav- 
ing bought bang on the nose at 
75 minutes, he and foe firm 
ended up all square. 

Spread betting, one of the 
fastest growing areas of the 
£24bn UK gaming industry, 

will hold no mystery for anyone 
who has ever bought and sold 
shares. The spread betting firm, 
usually City Index or Sporting 
Index but increasingly the high 
street booldes as well, acts as 
market-maker, posting offer 
and bid prices on a range of bets 
with foe difference between the 
two representing its jobber's 
turn. 

Those bets arc pretty much 
unlimited in scope. You can bet 
on foe level of foe FTSE 1 00 in- 
dex next week, foe outcome of 
foe FA Cup final or the num- 
ber of shots in Nick Faldo's next 


round. You might place a bet 
on the number of seals the 
Tories wfll win ai the next elec* 
don - if there is doubt about a 
numerical outcome in any field 
of human endeavour someone 
can and will offer you a spread. 

As in the equity market, if 
you believe the market-maker 
has undervalued an event you 
will buy at foe higher offer price 
and name your stake for each 
unit of difference between the 
price at which you buy and the 
actual outcome. If you think he 
has overpriced his book you will 
sell at foe lower bid price. 

To square his book foe mar- 
ket-maker reacts to the inflow 
of buy and sell orders by rais- 
ing or lowering the price he 
quotes. The weight of buying 
orders on the length of Mr 
Clarke's speech meant the 
spread rose in foe run-up to foe 
Budget from a mid-price 73 
minutes last week to 80 minutes 
on the day. 

The system works best when, 
as with shares, there is at least 
foe potential for a wide range 
of outcomes. In a cricket 
match, for example, a team 
could be bowled out for well un- 
der 100 or make in excess of 500 
runs. If a punter buys England's 
first innings at a spread of 300- 
310, and the team makes 500, 
he will win 190 times his stake. 
If foe team is skittled out for 
150, however, he will have lost 
160 times his stake. 

For the betting addict, 
spread betting has foe added at- 
traction that foe gambler's high 
lasts throughout the game. At 
the races, your jockey falling 
ends your interest in the race, 
but foe gain or loss from a hcl 
on the length of Mr Clarke’s 
speech changed every minute 
he remained on his fccL 
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thought most likely to suffer 
from that sort of scrutiny in- 
clude retailers and hoteliers. 

Secondly, .according to Mr 
Kersley, many of the tax rises 
announced were focused on 
service sector companies - high- 
er insurance prennurn tax, a nse 
in foe airport tax and changes 
to VAC Alterations to capital al- 
lowances for assets with long 
lives might also hit utilities ana 
perhaps BA's aircraft fleet. 

Sterling hovered below its 32- 
manfo high against foe mark af- 


ter foe Chancellor’s speech. 
According to Klaus Baader, 
-currency strategist at Deutsche 
Morgan Grenfell: “This was a 
neutral to tight budget. It will 
reduce foe very aggressive ex- 
pectations about foe course of 
monetary policy that has been 
driving sterling’s rise.” 

The pound rose as high as 
DM25589, its highest level since 
March 1994, but foot lost some 
of its gains. Against the dollar, 
foe pound traded at S 1.6739 
against a hig h of J 1.6760. 


The pound has risen about 10 
percent against foe mark in foe 
past three months and about 8 
per cent against foe dollar, 
amid optimism that robust UK 
economic growth would con- 
tinue, leading to further inter- 
est rate rises by the year end. 

“Sterling won't make more 
headway, and will gradually be- 
gin to fade," said Mr Baader. 
The budget is not so tight that 

interest-rate expectations will 

have to be shelved, but they wfll 
have to be cut back.” 


During Clarke’s term as Chancellor. 
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Daily scheduled flight to Spain 

easy Jet 


Amsterdam £35 • Scotland £29 • Nice £49 
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How the budget affects your pockpt | JHE FAMILY 


1996-97 

£pa 


1997-98 
Spa 


Change 


Income tex 
Vhlire-OfiacA 


50.000 

5,557 

1,019 

10.318 


pension (1.200) 
3,659 
5,278 


31,169 


Pension. & fuel bHts 
0^ wine 

Spirits 


780 

180 


50,000 

5,677 

1.043 

9.709 

(275) 

(1.200) 

3,702 

5278 

864 

27,192 

780 

177 


O 

120 

23 

609 

(6) 

q 

43 

0 

0 

596 

0 

3 


AraHnjfitofls; " ’ 

£32,00), she earns £18, 000. 

Ommj careosSng £20,000. 2.000cc; 5.000 business nSes pc fust provided by 

“w^eMOwOOtt Wwestrate b.99%: 

*”8; 3 boae&'wset; 3t £5 per bccte and spirits; 1 boWertnonttiatCTSper 


income family 



1996-97 

£pa 

1997-98 

£pa 

Change 

Spa 

Income 

85,000 

85,000 

0 

Income tax 

28.258 

27.822 

(436) 

Value of MCA 

(269) 

(275) 

(6) 

NafionaUnsurance 

2.112 

2,160 

48 

Share cSviderafe ^ter tax 

600 

600 

0 

Mortgage payments 

2,468 

2,468 

0 

Domestic fuel biHs 

1296 

1296 

0 

Net Income after mortgage 
and fuel tils 

51.717 

52,111 

394 

Duty: Petrol 

1,719 

1,813 

94 

Wine 

2.548 

2.548 

0 

sfeiajwtaa* - 


-v : r~2 



AssempOoB 

He earns £32,000, she earns £85,000. she nothbiQ. 

Domesfc tuel £12000 pa + VAT (heated swimming pool). 

Ks own Jaguar; 10.000 miespa ar20 mpg mieaded petrol at £2.75'QaBon now. 
Her own Metro; 5.000 tries pa at 40 mpg; unleaded petrol at C 2.7»gaBon now. 
Mortgage £40.000; Int rate 6.99%; repayment 
Drinks 7 bodies of wine per week at £7 per tatte. don't smoke. 

2 ctfldren at university. 

Share prtfelo £25.000; yteld 4% pa (gross). 



1996-97 

£pa 

1997-98 

£pa 

Change 

£pa 

Income 

25,000 

25,000 

0 

Income tax 

4,940 

4,697 

(243) 

National Insurance 

2,112 

2,160 

48 

Rent 

6,000 

6,000 

0 

Domestic fuel bUs 

432 

432 

0 

Net income after fuel bills & 

rent 

11.516 

11,711 

195 

Duty: Petrol 

917 

967 

5Q 

Wine 

364 

364 

0 

. Cigarettes 

1,019 

1,074 

55 






All 

Single female earning £25.000 pa. 

Domestic fuel £400 + VAt 
Her own Mazda spore; 10.000 mites pa at 30mpg; super unleaded petrol at £2.75. 
Drinks 1 baffle of wine a week at £7 a bottle and smokes 7 packets a week at 
£2.80 


Pensioner conple 



1996-97 

£pa 

1997-98 

£pa 

Change 

£f» 

Income 

30.000 

30,107 

107 

Income tax 

4.845 

4,591 

(254) 

Value of MCA 

(269) 

(275) 

ff) 

Domestic fuel bills 

648 

648 

0 

Net Income after fuel bihs 

24,776 

25.143 

368 

Duty: Spirits 

780 

766 

(14) 


WW&os*! 
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El 


Recently retked pensioner couple, both aged between 65 and 74 

Domestic fuel £600 pa + VAl 

Don't smoke but drink 1 bottle ot scotch a week at £1 5. 

He Is on £19.107 occup. pension + £3.060 SRR her £1.833 SRP + £6.000 total 
£30.000. 


Recent gra<fu3fe 



1996-97 

1997-98 

Change 


£pa 

£pa 

£pa 

Income 

10,000 

10,000 

0 

Income tax 

1,340 

1.247 

(93) 

National Insurance 

746 

742 

(4) 

Rent 

3.000 

3,000 

0 

Domestic lueiblfls 

432 

432 

0 

Net income after fuel tells & 

4,482 

4.579 

97 

rent 




Duty: Beer 

1.040 

1.040 

0 

Cigarettes 

1,019 

1.074 

55 


. . . - , 

, r> u “v.".. -j 


Assumptions: 

Recent arariuate earns £10,000 Domestic fuel £400 pa + VAT. 


Dmte ffl pints bee&ik at £2'pW now 



Smokes 7 packets a week a £2.80 a pad®. 



| Unmarried couple | 


1996-97 

1997-98 

Change 


£pa 

£pa 

£pa 


Income 
Income tax 
National Insurance 
Net Scorns 


75.000 

18,516 

4224 

52,260 


75.000 

17,669 

4.320 

53,011 


'• " . jV-i f 


0 

(847) 

96 

751 


SSTitf children; he earns £45.000 pa. she 00.000. 


High net worth iminridual 



1998-97 

£pa 

1997-98 

Epa 

Charge 

£pa 

Emoluments IncL £30k pens. 

330.000 

330.000 

0 

Company car & fuel benefit 

10,653 

10.823 

170 

Income tax 

118,518 

118.151 

(367) 

National Insurance 

2.112 

2,160 

48 

Mortgage payments 

15,000 

15,000 

0 

Net income after mortgage 

164270 

164.689 

(48) 


and pension 


,M3 ; UE9 

SSffiSfrtCtor sinflS. Company car cast £40.000. 4.mx: 5.000 business 
idles pa; fuel pjwkted by 


Satisfied with prudent package 


Colin Hulett, 47, and Julie 
Starit, 37; Hanwell, W London 
Joint income; £52,000 
Child: Oliver, two 

Colin and Julie are a typically 
well-off family. Colin, who 
works in banking, and Julie, an 
administrative assistant, live in 
a semi-detached house with 
their young son. 

They will be about £420 per 
year better off, and Colin was 
pleased: “It was in some ways 
more generous than I expected,' 
in others the Chancellor was 
fairly prudent and sensible on 
the whole. The Budget has 
done little to change our polit- 
ical stance. However, we ap- 
prove of the fact he avoided 
dramatically lowering income 
tax as this would have just 
made him seem silly." 

He was disappointed, though 
not surprised, with the raise in 
duty on petrol, which will make 
them about £7.50 a month 
worse off. “My job involves a lot 
of driving and I cannot claim 
petrol oo expenses, so it's a pain 
that this tax has gone up." 

Julie and Colin estimate that 
they spend about £100 on wine 



Happy family. Colin Hulett and Julie Stark gain £420 a year Photograph; Mykal Nicdson 


a month, so they were relieved 
that there was no increase in the 
duty on wine. 

Though Colin and Julie ap- 
preciate the Child Benefit that 
they received, they would pre- 
fer to see it go to people who 


need it more. “There are lots 
of people who could do with a 
little more money, and child 
benefit is not a source of income 
that we rely on desperately." 

Colin's mother is at a retire- 
ment home age and they were 


THE CAREER WOMAN 


Cynicism at ‘bribery attempt’ 



Lydia Thomley: Would have paid more tax to fund NHS 


£90* the single mother 


Lydia Thomley, 36 
Wood Green, north London 
Seif-employed desfei consultant 
income: £25,600 

Lydia Thomley. a self-em- 
ployed graphic designer, was 
cynical about the Chancellor's 
speech. 

The budget will mean she is 
about £300 a year better off, but 
she was not going to be bribed 
into supporting the Govern- 
ment. “This close to a general 
election, a tactical budget was 
going to be inevitable; but ] cer- 
tainty won't be voting for an il- 
lusion of short term personal 
gain, " she said. 

“Before f vote I will be look- 
ing at not just how the Chan- 
cellor’s budget has affected me, 
but also its impact on the rest 
of the country." 

Being both self-employed 
and single, the Chancellors 


‘I’m glad schools will get more’ 


Helen Harron, 35 
Harrow, north London 
Two children, aged 4 and 7 
weeks 

Benefits: £80 pw and £19 pw 
mortgage interest paid by DSS 

Asa single mother bringing up 
two children living on benefits, 
Helen Harron does not have a 
lot of spare cash floating about. 
She was pleasantly surprised 
even though the Budget had lit- 
tle impact on her income. 
“Well, to be quite honest. I 
didn’t think an awful lot of it was 
too bad for me." she said after 
hearing the budget, “the single 
parent benefit has been axed, 
but 1 don’t claim it because it 
would be knocked off my in- 
come support.' Unlike most 
single mothers. Helen is cur- 
rently on muicmaty leave , hav- 
ing left her job as an 
information officer with the 
AA. which means that the 
changes to the single parent 
benefits do not affect her. 

‘It would have been nice if the 
child benefit had gone up in- 
stead of staring the same.' It re- 
mains £17.10 a week. 

Before the Budget she had 



Helen Harron and her young child 


been worried about I he effect 
of a rise in the price of petrol. 
There were no pleasant sur- 
prises in this department . ‘I 
know Tm lucky to have a car be- 
cause I’m on income support - 
but the car tax going up by £5 


will actually make it quite dif- 
ficult for me. I may not be able 
to keep the car running, par- 
ticularly as petrol has gone up 
too. Also I don’t have family 
who live locally - they are in 
Cardiff - and it is already quite 


Photograph: Emma Boam 


expensive to get down there’. 

‘ With two children, one near to 
school age. I’m glad they're go- 
ing to spend extra money on ed- 
ucation. Sian is starting nursery 
school in January, and Prima- 
ry school in September. 


THE BUSINESSMAN 


Water fat cat laps up extra £442 



Better off: but will Sir Desmond Pitcher notice? 


Sir Desmond Pitcher, 61; 
Cheshire and Surrey 
Chairman, United Utilities 
Income: £310,000 salary, plus 
£115,000 benefits 

Sir Desmond Pitcher is in 
charge of most of the water and 
electricity in the north of Eng- 
land. He is Chairman of Unit- 
ed Utilities, the pant company 
that was created by the merg- 
er of Northwest Water and 
Norweb in 1995. 

Dubbed the fattest of the fat 
cals by the Labour Party, he will 
be approximately £442 better off 
per year after yesterday’s Bud- 
get - but for a man who earns 
close to half a mill ion pounds 
he is hardly likely to notice the 
difference. 

Sir Desmond will earn in 
£310,000 in the coming year. 
This does not include, howev- 
er, bonuses, benefits and pen- 
sion contributions, which last 
year made up £114.800. 

The Chancellor did not an- 
nounce any tax changes that 


would affect his salary and ben- 
efits significant^. 

Sir Desmond is also entitled 
to a short-term bonus of up to 
40 per cent of his pay and a 
long-term bonus of up to 87.5 
per cent of his salary. Unfortu- 
nately for Sir Desmond, how- 
ever, the expected abolition of 
capital gains tax, which would 
have meant a possible windfall 
of £179,081 for him, did not 
happen. 

As head of United Utilities, 
he lives in Onston Hall - a man- 
sion in Cheshire. He has an- 
other house in Surrey and 
keeps a £500,000 yacht in the 
Mediterranean. 

He now has to pay £68 per 
year extra tax on his car fuel, but 
his large salary means that this 
change is unlikely to affect him 
vastly. 

Sir Desmond had tittle to 
complain about in yesterday’s 
Budget. But this could all 
change if Labour were to get 
into power, because windfall tax 
would directly affect him. 
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How the income tax changes affects you 
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disappointed with the Chan- 
cellor's changes to. inheritance 
tax. ‘It’s pointless increasing the 
threshold on inheritance tax if 
she is going to have little mon- 
ey left after she’s paid for liv- 
ing in a retirement home." 
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budget has a significant impact 
on Ms Thomley- This is com- . 
pounded by the fact ’that she is 
trying to move house: She saw 
Mr Clarke’s attempt to help 
small businesses as bit of an 
illusion", adding: “Any tax cuts 
in one area are reciprocated by 
increases in another, I also felt 
that there was not enough co- 
ordination of policy in this year’s 
budget between the different 
government departments." 

She was disappointed to see 
the omission of any changes to 
pensions. “I wouldn’t have 
minded if there were to be in- 
creased spending on the elder- 
ly. Similarly I would not have 
minded if they had even raised 
taxation, if that meant-an in- 
crease in the amount spent on 
the NHS and education." 

Petrol cost rises wfll affect Ms 
Thomley because it will in- 
crease her suppliers’' exfK rites. 
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